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THE  DEMAND*  INCOME  AND  PRICE  OUTLOOK 
FOR  AGRICULTURE 

Address  by  0.  C.  Stine,  Bureau  of  Agricultural  Economics, 
at  the  20th  Annual  Agricultural  Outlook  Conference,  Washing- 
ton, D.  C.,  October  19,  1942. 

The  most  significant  fact  confronting  us  in  the  outlook  today  is  the 
prospect  for  continuing  this  war  into  1S43  at  least.  Furthermore,  in  making  . 
plans  for  1943  it  would  seem  wise  to  look  ahead  into  the  prospect  for  war 
conditions  in  1944  and  1945.  The  next  most  significant  fact  confronting  us 
today  is  the  most  complete  state  control  of  our  national  economy  that  we  have 
ever  experienced.  We  now  have  the  machinery  and  the  will  for  stabilizing 
prices,  wages  and  incomes,  and  for  directing  the  use  of  manpower  and  materials. 
These  are  basic  conditions  in  the  farm  outlook  for  1943. 


The  war  effort  is  testing  the  powers  of  production  and  control.  In 
1943  the  national  manpower  requirements  will  be  about  50  percent  greater  than 
in  1939  when  the  war  broke  out.  Industrial  production  will  be  more  than  dou- 
ble the  pre-war  average,  and  the  income  of  industrial  workers  in  1942  is  more 
than  double  the  pre-war  average  and  probably  will  be  increased  30  percent  in  • 
1943.  But  equally  significant  facts  are  that  a very  large  share  of  the  in- 
dustrial production  will  be  spent  on  the  war,  and  that  the  products  of  indus- 
try available  for  those  employed  in  industry  and  for  other  civilians  for  use 
will  be  greatly  reduced.  It  is  estimated  that  in  1942  one-half  of  the  indus- 
trial production  is  being  spent  on  the  war  and  that  in  1943  two-thirds  of  it 
will  be  so  used,  lie  are  sharing  foods  with  our  associates  in  the  war  to  the 
extent  of  more  than  10  percent  in  1942,  and  probably  at  least  20  percent  in 
1943.  It  follows  that,  while  industrial  workers  in  1943  may  receive  more  than 
twice  as  much  moneyas  in  1939,  they  will  find  only  about  one-half  the  usual 
quantity  of  industrial  products  available  for  purchase*  Such  a situation 
naturally  results  in  increased  demand  for  farm  products  and  creates  strong 
pressure  against  price-fixing  measures . 

The  volume  of  Government  expenditures  and  the  method  of  financing  the 
war  are  also  important  factors  in  the  outlook  for  prices  and  the  pressure 
against  price-control  measures.  The  war  effort  requires  an  enormous  increase 
in  Government  expenditures.  It  is  estimated  that  war  expenditures  in  1942 
will  amount  to  about  50  billion  dollars  and  in  1943  to  at  least  90  billions. 
The  federal  tax  bill  is  increasing  but  no  so  fast,  being  estimated  at  about 
5 billion  dollars  in  1939,  16  billions  for  1942,  and  perhaps  26  billions  in 
1943.  The  great  amount  of  borrowing  required  for  financing  the  deficit  tends 
to  inflate-  credit . 

The  national  income,  estimated  at  71  billion  dollars  in  1939,  is  now 
at  a level  of  about  116  billions  and  may  pass  130  billions  in  1943.  A part 
of  this  increased  income  is  being  absorbed  by  increased  taxation  and  part  in 
savings  in  the  form  of  war  savings  stamps  and  bonds  sold  to  individuals.  But 


the  increased  taxes  and  individual  savings  are  still  not  sufficient  to  ab- 
sorb the  increased  money  purchasing  power  in  the  hands  of  individuals,  which 
creates  a pressing  demand  for  the  limited  goods  and  services  available  to 
consumers . 

The  cost  of  foods  is  still  comparatively  low  and  thus,  at  present 
ceiling  prices,  very  inviting  to  the  industrial  worker.  It  requires  only 
about  ZZ  percent  of  the  average  nonagri cultural  family  income  at  present  to 
buy  the  quantities  of  foods  the  family  has  been  consuming  on  the  average.  In 
the  precious  war  period  it  required  as  high  as  38  percent  in  one  year  (191S). 

At  the  outbreak  of  the  present  war,  foods  were  cheap.  In  1939  it  required 
about  £5  percent  of  the  average  weekly  wage  to  purchase  the  food  for  the  in- 
dustrial worker’s  family.  In  the  meantime  average  incomes  have  advanced  so 
rapidly  that  the  same  quantity  of  foods  could  now  be  purchased  for  the 
smallest  proportion  of  income  required  at  any  time  in  the  past  30  years. 

The  great  increase  in  national  manpower  requirements  constitutes  a 
pressure  against  wage  controls  and  creates  difficulties  for  agriculture.  The 
great  increase  is 'for  the  military  service  and  war  industries.  The  military 
service  will  absorb  at  least  3 million  workers  and  it  is  estimated  that  war 
industries  may  absorb' 18  million.  This  is  more  than  half  of  all  the  persons 
employed  in  1939.  The  total  number  employed  in  that  year  is  estimated  at  a 
little  over  46  million.  At  that  time  there  were  about  3 million  unemployed, 
and  most  of  these  have  been  put  back  to  work . In  1943  it  will  be  necessary 
to  use  in  so  far  as  possible  all  the  employables  and  to  draw  upon  boys,  old 
men,  and  women  who  normally  would  not  be  working.  It  is  estimated  that  between 
August  1841  and  1942  the  employment  of  women  increased  over  Z millions  and  in 
August  constituted  about  15  percent  of  the  employment  in  agriculture  and  3(K 
percent  ir  industry.  Some  further  additions  will  be  required  in  1943.  To 
maintain  agriculture  and  civilian  industry  even  at  the  reduced  levels  indicated 
above  will  require  the  addition  of  5 to  6 million  workers  more  than  would  be 
normally  employed  in  the  labor  force. 

The  increasing  demand  for  labor  bias  been  an  important  factor  in  ad- 
vancing wage  rates.  The  wage  stabilization  program  will  permit  some  further 
advance  in  th„  average  of  wage  rates  through  upward  adjustments  in  cases  where 
wag .s  and  salaries  have  lagged  or  are  considered  to  be  unjustly  low.  Some  in- 
crease in  rage  rates,  together  with  increased  employment,  will  continue  a 
marked  -aavar.ee  in  total  pay  rolls,  thus  increasing  the  purchasing  power  of  wage  ] 
workers . 

The  -advance  in  industrial  wages  has  two  very  significant  effects  upon 
the  position  of  the  farmer.  In  the  first  place,  the  advance  in  wage  rates 
increases  the  costs  of  the  processing  and  distributing  of  farm  products.  This 
t.-nds  to  widen  the  margin  between  what  the-  farmer  receives  for  his  products 
and  what  the  consumer  must  pay.  Ylhen  ceilings  are  placed  upon  the  price  to 
the  consumer,  increasing  the  margin  reflects  back  upon  the  price  to  the  pro- 
ducer. There  has  been  some  lag  in  this  war  period  in  adjusting  the  margin  as 
wages  have  increased.  Even  with  industrial  wage  stabilization,  undoubtedly 
some  adjustments  rail  have  to  be  made-,  and  If  the  prices  to  consumers  are  not 
.dvanced  in  accordance  with  increased  costs  for  processing  and  distribution, 
the  result  .ill  be  either  a reduction  in  prices  to  farmers  or  these  increased 
costs  ..111  haw-  to  be  made  up  by  subsidy. 
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The  second  important  effect  of  the  advancing  industrial  wage  rates  is 
that ■ the  higher  wages,  with  a job  beckoning  from  the  factory,  draw  labor  from 
the  farms,  and  farm  wage  rates  must  be  increased  to  hold  the  necessary  labor. 
Ordinarily  farm  wage  rates  are  determined  on  the  one  hand  by  the  prices  of 
farm  products  or  the  ability  of  the  operator  to  pay  for  his  labor,  and  on  the 
other  hand  by  the  opportunity  for  industrial  employment.  Farm  wage  rates 
have  advanced  sharply  in  terms  of  pre-war  1910-14,  from  an  average  of  123  in 
1939  to  220  in  October  1942.  The  average  farm  wage  of  $2.76  per  day  (or 
about  28  cents  per  hour  for  a 10-hour  day  may  seem  high  to  farmers,  but  they 
are  very  low  in  comparison  with  the  average  weekly  or  hourly  earnings  of 
factory  workers.  The  military  service  is,  of  course,  drawing  upon  the  farm, 
but  the  factory  has  an  equally  strong  pull.  An  average  of  85  cents  per  hour 
with  a shorter  day  is  very  inviting.  Some  relaxation  of  the  military  draft 
and  industrial  wage  stabilization  probably  will  check  the  flow  of  labor  from 
the  farm  and  also  the  advance  in  farm  wage  rates. 

The  general  price  level  began  a sharp  advance  shortly  after  the  out- 
break of  war  in  Europe.  The  prices  of  farm  products  led  the  advance.  They 
were  low  at  the  beginning  of  the  war. but  increased  demands  together  with  the 
prospects  of  abnormal  war  demands  were  promptly  reflected  in  the  prices  of 
many  farm  products.  Wages  began  advancing  as  in  the  previous  war  period. 

The  imposition  of  price  controls  on  some  products  checked  the  general  price 
level  advance  in  1941,  and  the  extension  of  controls  in  1942  has  held  the 
general  price  level  considerably  below  the  high  level  reached  in  1917.  The 
advance  in  farm  prices  has  bean  checked.  Some  further  advances  are  to  be 
expected  as  a result  of  evening  up  in  necessary  readjustments.  ’ However,  it 
now  seems  likely  that,  with  the- stabilization  of  wages  and  with  price  con- 
trols now  in  effect,  the  general  price  level  will  be  held  considerably  below 
the  high  levels  reached  in  1917  and  1918. 

The  increased  income  of  industrial  workers  in  1943  together  writh  in- 
creased Government  purchases  of  farm  products  for  the  military  service  and 
for  lend-lease  probably  will  result  in  the  income  from,  marketings  in  1943 
exceeding  that  of  1942  by  at  least  a billion  dollars.  The  gross  income  from 
agriculture  in  1942  exceeded  the  high  level  reached  in  1919.  Notwithstanding 
an  increase  in  expenses  of  production,  the  net  income  from  agriculture  was 
the  highest  on  record.  The  great  increase  in  farm  income  from  1939  to  1942 
Jsas  been  due  in  part  to  the  sharp  advance  in  prices  received  for  farm  products, 
but  also  in  large  part  to  the  great  expansion  in  production.  The  volume  of 
agricultural  production  has  been  creeping  upward  since  1910.  In  1942  it  was 
50  percent  greater  than  the  1910-14  pre-war  average.  It  was  26  percent  greater 
than  the  1935-39  average.  A moderate  increase  in  farm  prices,  such  as  indica- 
ted above,  for  a production  about  equal  to  that  of  last  year,  would  raise 
cash  -farm  income  probably  about  a billion  dollars.  With  some  increase  in 
costs,  especially  labor  costs,  the  net  income  may  be  only  a little  larger  than 
in  1942. 

In  war  periods,  farm  incomes  rise  more  rapidly  than  nonfarm  Incomes 
because  of  the  sharp  advances  in  prices  of  farm  products.  This  affects  the 
parity  of  farm  income  in  relation  to  nonfarm  income.  In  the  previous  war 
period  the  income  from  agriculture  rose  to  a very  high  level  in  relation  to 
nonfarm  income . After  the  war  farm  income  fell  sharply  and  nonfarm  income 
remained  at  a high  level  for  many  years.  In  the  present  war  period  the  non- 
farm income  per  person  not  on  farms  has  risen  more  sharply  than  in  the  previous 
war  period.  The  ratio'  of  income  from  agriculture  per  person  on  farms  to 


nonfarm  income  ha's  risen  59  percent  from  the  1935-59  pre-war  average*.  The 
parity  income  ratio  for  1942  is  133  — this  in  relation  to  the  1910-14  pre- 
war base.  It  nor;  seems  probable  that  the  parity  income  ratio  in  this  war 
period  will  not  rise  nearly  so  high  as  it  did  in  the  previous  war  period. 

In  fact,  nonfamj  income  per  capita  in  1943  is  likely  to  advance  more  than 
the  farm  income  per  person  on  farms,  and  the  parity  ratio  may  decline. 

The  prices  of  farm  products  also  have  come  back  to  parity  in  this 
war  period.  In  the  previous  war  period  farm  prices  rose  above  parity  and 
then  declined  sharply  and  to  a level  far  below  parity  in  1921.  Recovery 
from  the  depression  brought  them  back  about  to  parity  in  1936,  but  they 
dropped  back  to  a level  considerably  below  until  this  war  again  started  them 
upwards . 

Many  of  the  articles  that  farmers  buy  are  now  subject  to  control,  but 
there  may  be  some  further  advance  in  the  index  of  prices  farmers  pay,  inter- 
est and  taxes.  The  real  problem  with  reference  to  some  of  the  articles  that 
farmers  buy  will  be  to  obtain  needed  supplies.  The  substitute  may  cost  more 
than  the  article  commonly  used.  The  prices  of  some  items  may  advance  and  the 
Index  in  1945  may  average  a few  points  higher  than  in  1942. 

The  average  of  the  prices  that  farmers  receive  for  their  products  in 
1913  probably  will  be  a little  higher  than  in  1942.  The  prices  of  about  90 
percent  of  the  sales  are  now  subject  to  control.  Even  with  ceilings  fixed, 
the  average  of  prices  will  crowd  upward  unless  the  margins  widen  and  the  in- 
crease in  the  margin  is  not  otherwise  made  up.  Feed  prices  probably  will  rise 
in  the  winter  arid  spring,  and  this  ’.dll  affect  both  the  index  of  prices  re- 
ceived and  that  of  prices  paid.  The  seasonal  price  swings  of  the  controlled 
items  probably  td.ll  be  reduced,  vdth  the  prices  in  the  season  of  heaviest 
production  holding  more  closely  than  normal  to  the  ceiling.  Furthermore,  it 
is  to  be  expected  that  some  ceilings  nay  be  raised  a little  and/or  support 
prices  will  be  used  to  maintain  or  increase  the  production  of  items  needed 
for  the  war  effort. 


Adequat  farm  production  to  meet  essential  requirements  in  1945  is 
now  a matter  of  primary  concern.  The  demand  for  some  products  is  determined 
largely  by  industrial  production  for  war  and  other  necessary  uses.  The  need 
for  cotton  is  determined  largely  by  the  war  requirements.  Cotton  consumption 
h ’ e continued  to  follow  closely  industrial  production.  Consumption  last 
;.x  ..r  was  at  a record  high  level.  This  high  level  is  likely  to.  continue  through 
th.  ■ ar  period.  We  have  on  hand  an  abundance  of  cotton  to  meet  these  war 
requirements.  Wo  need  more  of  the  longer,  but  not  of  the  shorter  staples. 

The  accumulated  stock  of  cotton  is  a valuable  asset  and  probably  will  be  needec 
at  the  end  of  the  war. 


Tobacco  needs  ..isc  have  been  increased  by  the  war . The  demand  for  and 
consumption  of  tobacco  like  those  of  cotton  have  followed  the  expansion  of 
industrial  production.  In  this  case  too  the  supply  is  apparently  sufficient 
to  meet  prospective  requirements. 

Food  requirements  depend  not  only  upon  nutritional  needs  but  also  upon 
a he  . urchising  power  of  consumers.  The  actual  consumption  of  food  depends 
u on  the  supply  as  well  as  the  demand.  The  p«r  capita  consumption  from  1910 
t - dot-  reflects  the  effects  of  'wars  upon  supplies  and  the  effects  of  pur- 
c easing  power.  In  the  previous  World  War  period  the  per  capita  consumption 
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declined.  This  was  on  account  of  the  increased  volume  of  shipments  abroad. 
Following  the  war  period,  as  the  export  outlets  shrunk  and  while  the  pur- 
chasing power  of  industrial  workers  in  this  country  remained  at  a high  level, 
per  capita  consumption  was  at  a high  level.  The  great  depression  reduced 
it  for  a period.  The  large  supply  of  foodstuffs  with  high  purchasing  power 
has  again  brought  per  capita  consumption  back  to  a high  level,  reaching  a 
peak  in  1941.  The  increase  in  lend- lease  shipments  for  1942  has  reduced  the 
per  capita  available  supply.  Even  if  1942  production  is  maintained  in  1943, 
the  supply  available  for  civilian  consumers  probably  will  be  further  reduced. 
With  fixed  prices,  consumers  will  want  more  food  than  they  can  buy.  This 
creates  pressure  against  the  fixed  price  ceilings  and  makes  necessary  the 
rationing  of  many  farm  products. 

In  considering  food  needs  for  1943  we  should  take  into  account  trends 
in  the  consumption  of  the  several  foodstuffs.  The  demand  for  meats,  fish  and 
poultry  will  be  unusually  high  because  of  the  high  purchasing  power  and  the 
fact  that  these  foods  are  high  up  in  the  preferences  of  the  consumers  of  the 
United  States.  The, trend  of  the  per  capita  consumption  of  these  foods  had 
been  downward  until  the  outbreak  of  this  war.  The  consumption  is  affected  by 
production  and  by  export  demand,  as  well  as  by  domestic  and  consumer  pur- 
chasing power.  Cycles  of  production  and  severe  droughts  are  reflected  in  the 
changes  in  per  capita  consumption.  The  upward  trend  in  the  per  capita  con- 
sumption of  dairy, products  reflects  a marked  change  in  consumer  habits  accom- 
panied by  a marked  increase  in  production.  The  demand  for  dairy  products  will 
continue  at  a high  level  and  will  press  against  price  ceilings. 

The  per  capita  consumption  of  fruits  and  vegetables  has  increased 
sharply  with  increased  purchasing  power.  There  has  been  an  upward  trend  in 
the  consumption  of  both,  and  high  purchasing  power  will  result  in  pressure 
on  the  prices  of  some  of  these  products. 

The  demand  for  fats  and  oils  for  food  and  for  industrial  uses  vail 
continue  at  a high  level.  The  supply  of  some  probably  will  be  so  limited  as 
to  require  rationing  to  obtain  the  best  use  of  the  quantities  available. 

We  have  an  abundant  supply  of  cereals  to  meet  all  prospective  require- 
ments for  consumption  in  this  country  and  for  shipments  abroad.  The  per 
capita  consumption  has  declined  materially.  We  have  on  hand  a large  stock 
of  old  wheat,  and  will  have  a large  carry-over  at  the  end  of  the  season,  even 
after  we  have  fed  considerable  quantities. 

We  have  an  abundant  supply  of  foodstuffs  for  the  livestock  on  hand. 

Feed  ratios  generally  arc  favorable.  But  labor  is  scarce,  machinery  and 
materials  restricted,  and  production  in  the  summer  and  fall  months  will  be 
affected  materially  by  the  ’/.feather.  The  supply  of  some  crops  and  of  dairy 
products  in' the  latter  half  of  1943  will  depend,  of  course,  to  a considerable 
extent  upon  the  weather.  Furthermore,  the  weather  in  1943  may  be  a very 
important  factor  in  dete mining  supplies  for  the  next  year.  We  have  this 
year  harvested  a large  wheat  crop,  resulting  from  the  highest  yields  on 
record.  We  have  seen  in  the  past  a large  crop  followed  by  a short  crop. 

Wheat  yields  can  drop  to  such  a low  level  that  the  next  crop  will  not  equal 
our  domestic  food  requirements  of  that  product  for  a year.  We  are  harvesting 
a record  corn  crop,  but  an  unfavorable  season  can  cut  this  to  half  to  even  to 
one-third  of  this  year's  crop.  It  follows  that  under  war  conditions  we  need 
to  plan  to  carry  unusually  large  stocks  and  to  take  unusual  measures  to 
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guarantee  future  supplies. 

In  summarising .the  production  outlook,  it  now  seems  likely  that  the 
supply  of  animal  products  generally  will  be  greater  in  1943  than  in  1942. 

The  greatest  increases  probably  will  be  registered  in  the  production  of  hogs 
and  criickens . There  is  likely  to  be  some  increase  in  cattle.  There  are 
some  indications  of  a reduction  in  the  number  of  sheep  on  farms,  which  may 
result  in  some  reduction  in  t lie  production  of  wool  and  lambs.  There  is 
likely  to  be  a moderate  increase  in  dairy  production.  The  maintenance  of 
dairy  production  will  depend  about  as  much  upon  the  availability  of  manpower 
and  farm  wages  as  upon  supply  of  feedstuffs.  Favorable  weather  might  result 
in  maintaining  crop  production.  Crop  production  generally  is  likely  to  fall 
below  that  in  the  past  year  unless  the  weather  is  again  unusually  favorable. 
All  in  all,  we  shall  probably  be  able  in  1943  to  meet  all  military  and  lend- 
lease  requirements  and  feed  and  clothe  the  civilian  population  in  the  United 
States  about  as  well  as  they  have  been  on  the  average.  We  may,  however,  come 
to  the  end  of  the  year  with  reduced  stocks  and  a much  more  difficult  problem 
to  provide  adequate  supplies  for  1944  than  we  are  now  facing  for  1943. 
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HOW  TTELL— FED  CAN  WE  BE  IN  1943? 

Address  by  Hazel  K.  Stiebeling,  Bureau  of  Homs  Economics , at 
20th  Annual  Agricultural  Outlook  Conference,  Washington,  D.  C., 

October  19,  1942 


Basic  to  much  of  what  I shall  say  about  dietary  levels  in  1942-43 
is  the  October  summary  of  the  Bureau  of  Agricultural  Economics  regarding 
our  national  food  situation: 

"The  1942  record  food  production  is  sufficient  to  take  care  of  the 
large  military  and  lend— lease  requirements,  and  will  provide  civilian  con- 
sumers for  the  year  as  a whole  with  a supply  which  is  larger  than  average 
on  a per  capita  basis.  However,  recent  snortages  in  certain  food  items  may 
be  expected  to  continue  for  the  remainder  of  this  year . ihese  local  and 
over-all  shortages  arise  partly  from  transportation  ma  distribution  diffi- 
culties, but  mainly  from  increased  purchasing  power  which  gives  consumers 
the  means  to  buy  more  food  at  the  established  prices  than  is  available. 

"Present  estimates  indicate  that  the  total  supply  of  food  in  x943 
may  be  larger  than  in  previous  years.  A- large  portion  of  this  supply  will, 
go  to  our  allies  and  our  military  forces,  leaving  for  the  civilian  population 
a somewhat  smaller  per  capita  supply  than  in  either  1941  or  1942  but  per- 
haps larger  than  the  average  for  the  period  1935-39*  ,Tith  price  controls 
and  further  increased  purchasing  power,  the  demand  for  most  foods  in  1943 
is  likely  to  exceed  the  supply." 

The  suggestion  is  that  we  civilians  may  be  as  well  off  nutritionally 
as  in  1935-39.  How  well  was  that*’  About  as  rood  as  - perhaps  a little 
better  than  - in  1936,  the  year  when  we  made  very  extensive  dietary  studies. 

In  1936  the  raw  food  taken  into  the  Nation's  kitchens  appeared  to  be  low 
in  at  least  two  vitamins  - riboflavin  and  niacin  - compared  with  tne 
National  Research  Council's  dietary  recomr. :endationsj  borderline  in  calcium 
and  thiamine,  but  apparently  adequate  in  other  nutrients. 

These  estimates  of  consumption,  however,  were  cased  on  uncooked 
products,  and  do  not  take  household  waste  into  account  or  the  losses  in 
certain  nutrients  during  food  preparation  and  serving.  • Such  losses  in 
some  foods  may  amount  to  5^  percent  or  more  of  the  total  in  the  raw  product. 
Hence,  these  averages  are  optimistic,  .particularly  with  respect  to  ascorbic 
acid  and  thiamine.  The  allowances  recommend.ed  by  the  NRC  are  oho  quantities 
that  should  be  ingested. 

Another  ooint:  Even  when  averages  may  seem,  to  meet  the  recommendations 
of  nutritionists,  actually  a large  proportion  of  families  will  have  diets 
seriously  deficient  in  one  or  more  nutrients.  For  example,  the  propoi tion 
of  families  having  diets  in  193&  that  were  below  National  Research  Council 
recommendations  in  calcium  was  50  percent;  in  vitamin  A,  3^1  ifr  ascorbic 
acid,  65;  in  thiamine,  60;  and  riboflavin,  60. 
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In  1 941-42,  diets  in  this  country  were  better  than  in  193&  or  1935-39* 
Several  factors  contributed  to  this  end: 

(1)  1'any  families  had  higher  incomes  and  could  buy  more  and  better 
food.  Food  production  was  hi gh  in  1940-42  and  food  prices  exceptionally 
low  in  1940  and  early  1941,  so  that  despite  the  rises  in  the  cost  of  food 
during  the  latter  part  of  1941,  incomes  of  wage  earners  bought  more  both 
in  1940  and  1941  than  five  years  earlier. 

(2)  Public  interest  in  nutrition  has  been  greatly  stimulated 
recently  by  our  national  nutrition  campaign. 

(3)  In  1941,  millers  and  bakers  began  to  produce  "enriched"  white 
flour  and  bread,  thereby  contributing  to  the  thiamine,  niacin,  and  iron 
content  of  diets  of  those  families  that  read  the  labels  and  choose  the  en- 
riched product.  The  resulting  difference  is  important  for  those  low-income 
-roups  depending  heavily  on  refined  grain  products  for  their  nourishment. 

(4)  The  Department’s  food  stamp  program,  direct  food  distribution, 
school  lunches,  and  arrangements  for  low-priced  milk  help  have  helped  to 
channel  an  enlarged  share  of  national  food  supplies  to  needy  persons . 

In  consequence  of  these  and  other  factors,  American  diets  were 
richer  in  ascorbic  acid,  thiamine,  riboflavin  and  protein  in  the  early 
1943' s.  than  in  the  middle  ' 30’s.  Consumption  of  fresh  citrus  fruit  was 
more  than  a third  higher  in  1943-41  than  in  193&;  of  other  fruit  and  fresh 
vegetables,  between  13  and  15  percent  higher.  .Consumption  of  meat  and  eggs 
was  8 to  10  percent  higher,  end  ol  dairy  products,  less  than  5 percent 
higher . On  the  other  hand,  there  was  a slight  decrease  in  the  quantities 
consumed  of  grain  products  and  potatoes. 

Under  stress  of  war  it  becomes  more  important  than  over  to  have  a 
well-fed  nation.  It  is  urgent  that  we  hold  on  to  such  dietary  gains  as 
ha V;  been  made,  and  where  possible  make  further  advances. 

"’ere  increasing  understanding  of  food  values  and  food  needs  and 
increasing  purchasing  power  the  only  requirements  for  advance  to  higher 
dietary  levels,  we  might  be  able  to  make  progress  in  1943*  But  civilians - 
vrill  be  unable  to  get  as  much  of  some  important  foods — meat,  butter,  milk, 
n ny  vegetables  and  fruits  - as  they  would  be  able  and  willing  to  buy  at 
current  prices.  Favorable  weather  and  special  planning  for  our  food 
supply  are  necessary  even  to  supply  something  more  than  1935-39  per  capii-t. 
volume . measures  must  be  taken  to  retain  on  the  farm  the  number  of  wo  >-,.s 
necessary-  to  carry  on  production;  to  provide  for  minimal  needs  for 
machinery,  fertilizer  and  other  supplies;  for  fundamental  requirements  in 
processing  and  transportation.  These  we  are  counting  on. 

If  we  succeed  in  orod.ucin-  and  bringing  to  market  the  volume  of 
food  anticipated  by  the  Department's  staff  - and  I am  not  doubting  this 
ability  - here  are  the  headlines  from  the  outlook  for  1943 5 

Civilians  vrill  h3ve  an  ample  supply  of  cereals . Even  if  the  1943 
cereal  crops  wore  short,  there  would  still  be  a plentiful  supply  of  cereals 
for  human  consumption  in  the  United  States  after  all  lend-lease  and  export 
requirements  are  met. 
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The  civilian  per  capita  supply  of  fats  and  oils  nay  be  somewhat 
smaller  than  in  1942  but  still  larger  than  the  pre-war  average. 

The  consumption  of  sugar  is  being  reduced  in  1942  by  rationing. 

The  transportation  situation  next  year  may  be  such  as  to  curtail  1943 
supplies  below  those  of  1942.  This  may  mean  increased  demand  for  grain 
products , potatoes,  and  beans  to  supply  the  food  energy  ordinarily  gotten 
from  sugar.  Incidentally,  these  products  supply  many  other  nutrients 
than  carbohydrate . 

Available  civilian  supplies  of  sweetpotatoes  and  ary  beans  in  1942 
are  larger  than  average,  and  there  will  be  a considerable  stock  at  the  end 
of  the  year  so  that  the  supply  for  1943  is  likely  to  be  larger  than  in  1942. 
The  carry-over  into  1943  of  potatoes  will  not  be  sufficient  to  maintain  a 
civilian  supply  as  large  as  in  recent  years  if  the  crop  yield  in  1943 
should  turn  out  to  be  only  about  average. 

The  supply  of  fresh -fruits  and  vegetables  in  1943  will  depend  to  a 
considerable  extent  on  crop  yields,  the  availability  of  labor  for  harvesting 
the  crops,  and  transportation  facilities.  In  some  cases  fruit  crops  are 
likely  to  be  somewhat  less  than  in  1942,  owing  to  a tendency  for  alternating 
high  and  low  yields.  Restrictions  upon  canning  may  reduce  quantities  of 
both  fruits  and  vegetables  that  may  be  canned,  and  consequently  reduce 
the  average  supplies  of  such  items  available  for  civilian  consumption.  It 
becomes  highly  important  then  that  production  and  marketing  concentrate 
on  those  most  important  nutritionally. 

The  supply  of  poultry  and  eggs  available  for  civilian  consumption 
probably  will  be  larger  in  1943  than  in  any  recent  year  and  considerably 
larger  than  the.  pre-war  average.  The  civilian  supply  of  meats  per  person 
in  1943  seems  likely  to  be  larger  than  the  pre-war  average,  but  supplies 
of  fish  may  be  smaller. 


The  total  supply  of  milk  in  1943  may  average  about  the  same  as  this 
year  unless  special  incentives  are  offered  to  producers  to  maintain  or 
increase  milk  production  per  cow.  Large  military  and  lend-lease  require- 
ments, however,  are  likely  to  reduce  the  supply  for  civilian  consumption 
below  that  of  the  previous  2 years,  though,  but  not  much  below  the 
average  for  the  period  1935-39. 


The  nutritional  value  of  the  overall  civilian  food  supply  in  prospect 
for  1943  appears  to  be  about  as  good  as  the  average  for  1935-36.  However, 
the  food  may  provide  fewer  calories  - i.e.  less  fats  and  carbohydrates,  - and 
less  vitamin  A than  in  1941.  Foods  differ  markedly  in  the  contribution 
that  each  makes.  In  diet  planning  we  customarily  classify  foods  into  a 
dozen  or  more  major  categories,  the  items  in  each  of  which  are  more  or  less 
alike  nutritionally  - at  least  more  like  each  other  than  like  those  in  other 
categories. 


When  for  one  reason  or  another  some  single  food  item  is  no  longer 
available,  or  is  available  in  greatly  reduced  quantities,  the  first  step 

Lis  to  find  whether  other  foods  in  the  same  category  are  available  in 

sufficient  volume  to  fill  the  gap.  If  so,  the  problem  of  food  alternates 
is  fairly  simple.  If,  however,  there  is  a shortage  in  the  entire  group 
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of  foods,  the  nutritive  values  usually  derived  from  that  source  must  be 
obtained  by  changing  the  proportions  in  which  several  groups  of  food  are 
provided.  This  calls  for  expert  knowledge  of  food  values  and  food  habits, 
and  a full  understanding  of  all  the  issues  involved.  Adjustments  of  this 
second  type  can  best  be  made  by  a group  of  persons  representing  all  of  the 
various  fields  of  knowledge. 

It  is  reassuring  to  know  that  current  plans  for  our  agricultural 
production  are  taking  into  account  the  nutritional  needs  as  well  as  other 
factors.  For  example,  when  it  becomes  necessary  to  curtail  civilian 
consumption  of  meat,  every  effort  is  made  to  provide  a supply  of  other 
foods  that  can  take  the  place  of  meat  in  the  diet.  Vegetable  production 
is  being  streamlined  to  fit  the  diminishing  supply  of  farm  labor,  farm 
machinery,  and  transportation.  Special  emphasis  is  to  be  given  to  growing 
the  kinds  that  give  the  highest  nutritive  returns  for  the  labor  involved. 

The  relative  food  value  of  different  kinds  of  vegetables  and  fruits  also 
will  determine  to  a large  extent  which  kinds  will  be  selected  for  canning. 

We  cannot  afford  to  use  resources  for  production  that  mil  merely 
cause  local  surpluses  and  waste.  Nor  can  we  afford  waste  enroute  to 
markets,  in  markets,  or  in  kitchens.  We  must  have  special  planning  - 
nationally,  regionally  and  locally  - to  maintain  1943  dietary  levels  as 
high  as  in  the  late  1930's.  Committees  in  Washington  have  been  working 
on  the  problem.  But  the  regional  and  local  adaptation  of  national  plans 
requires  the  interest  of  intelligent  and  informed  citizens  in  every  community. 

Even  though  agriculture  succeeds  in  producing  and  getting  to  market 
a total  supply  of  food  that  will  be  fairly  comparable  in  nutritive  value 
to  that  delivered  in  1935-39,  there  still  is  the  problem  of  equitable 
sharing  of  this  supply  by  the  various  civilian  groups.  Except  for  measures 
such  as  the  Department's  food  distribution  programs,  food  in  the  recent 
past  has  been  largely  "rationed"  by  price.  Within  a population  families 
in  the  upper  income  classes  generally  tend  to  have  more  variety  and 
greater  abundance  of  food  than  their  less  prosperous  neighbors,  and  at 
each  income  level  the  smaller  the  family  the  more  ample  the  diet.  Further- 
more, there  are  always  wide  variations  in  nutritive  quality  of  diets  even 
among  those  having  equal  economic  resources.  There  are  differences  in 
managerial  ability  and  in  the  knowledge  and  skill  in  food  selection  and 
preparation.  This  was  true  in  193&,  in  1941-42,  and  probably*  mil  be  true 
to  a large  extent  in  1943*  Since  the  outlook  is  for  a smaller  supply  than 
civilians  would  be  able  and  willing  to  buy  at  current  prices,  some  control 
in  distribution  even  among  those  able  to  buy  will^be  necessary,  or  the 
person  who  can  run  fastest  and  arrives  first  will  come  out  on  top.  Theme 
may  be  less  than  usual  for  those  formerly  in  the  highest  income  groups. 

Furthermore,  declaring  the  right  to  buy  certain  maximum  quantities 
will  not  bo  enough  to  prevent  nutrition  from  falling  below  1935-39  levels 
among  those  whose  incomes  are  low  and  relatively  fixed.  Food  prices  have 
risen.  In  September  the  Bureau  of  Labor  Statistics  index  of  retail  food 
costs  was  14*4  percent  above  September  of  last  year.  From  September  1941 
to  September  1942  meat  prices  increased  13*2  percent,  eggs  16.8  percent, 
dairy  products  7*8  percent,  fats  and  oils  17.2  percent,  ccrea,ls  and 
bakery  goods  4*5  percent,  and  fruits  and  vegetables  29.1  percent.  Further 
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increases  are  expected  in  the  cost  of  some  foods,  as  explained  in  the 
October  issue  of  the  National  Food  Situation.  Suitable  measures  must 
be  taken;  otherwise  families  with  low  incomes,  say  under  $1,000, 
probably  will  have  poorer  diets  in  1943  than  those  of  the  same  wa ge  in 
the  late  '30's.  Fortunately  from  the  standpoint  of  national  nutrition, 
hardly  more  than  a fifth  of  our  Nation's  consumer  units  find  themselves 
with  incomes  under  ftl,000  in  1942,  according  to  the  Division  of  Research 
of  OPA,  as  compared  with  almost  half  in  1935-36= 

During  this  period  of  war  we  face  together  the  difficult  task 
of  safeguarding  as  best  we  can  the  nutrition  of  ourselves  and  our  allies 
and  of  building  up  food  reserves  so  that  when  the  war  is  over,  we  can 
help-  alleviate,  the  present  distress  of  food  shortage  in  many  parts  of 
the  world.  There  mil  be  need  for  such  relief  when  fighting  stops.  And 
when  our  productive  efforts  can  be  turned  once  again  to  ways  of  peace, 
may  we  have  learned  enough  about  planning  and  working  together  so  that 
everyone  can  be  assured  that  they  will  never  know  the  want  of  the  foods 
on  which  their  health  depends . 
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MARKETING  SITUATIONS  AS  THEY  AFFECT  THE  OUTLOOK 

Address  by  Frederick  V.  Waugh,  Assistant  Administrator, 

Agricultural  Marketing  Administration,  at  the 
20th  Annual  Agricultural  Outlook  Conference, 

October  19,  1942 

The  outlook  for  farm  products  is  always  affected  by  the  marketing  situ- 
ation. Prices  of  farm  products  and  the  income  received  by  farmers  depend 
not  only  on  the  volume  of  production  and  on  the  size  and  distribution  of  the 
national  income,  but  also  upon  methods  of  processing,  transporting,  and  dis- 
tributing farm  products.  Ordinarily  we  do  not  give  very  much  special  atten- 
tion to  these  problems  in  the  annual  outlook  meetings.  This  is  simply 
because  the  marketing  system  ordinarily  changes  little  from  year  to  year. 
Although  there  have  been  important  basic  changes  in  marketing  methods  and 
in  market  organization  since  the  outlook  meetings  began  in  the  early  20' s, 
most  of  these  changes  have  been  gradual  trends.  Their  effects  on  agricul- 
tural prices  and^,  upon  farm  income  have  often  been  hidden  by  the  effect  of 
other  factors. 

In  time  of  war  we  are  forced  to  make  drastic  changes  in  marketing. 

Some  of  these  changes  have  already  been  made  or  are -clearly  indicated,  but 
as  the  war  progresses  we  are  likely  to  have  to  take  much  more  drastic  steps 
than  we  have  so  far.  This  will  greatly  affect  the  agricultural  outlook,  and 
although  we  cannot  forecast  all  these  changes,  it  is  well  for  us  at  this 
meeting  to  review  very  briefly  some  of  the  principal  marketing  factors  which 
are  likely  to  affect  the  agricultural  outlook.  I shall  mention  seven  of 
those  factors  and  discuss  each  very  briefly. 

1.  The  expanded  market  for  farm  products.  You  all  know  that  an  increas- 
ing proportion  of  our  food  supplies  are  going  to  our  military  forces  and  to 
Lend-Lease.  The  AMA  is  now  buying  food  at  the  rate  of  five  million  dollars 

a day,  largely  for  lend-lease  purposes.  This  rate  needs  to  be  stepped  up. 

Most  of  our  Allies  in  this  war  will  need  more  foods  than  we  have  shipped  them 
in  the  past,  and  supplies  for  our  own  military  forces  must  be  increased  very 
substantially.  This  will  become  increasingly  important  as  we- send  more  men 
to  distant  countries  overseas.  We  must  also  be  prepared  to  feed  large  civilian 
populations  in  countries  which  we  hope  will  be  occupied  by  the  United  Nations. 
This  means  that  we  must  build  up  contingency  reserves  and  stockpiles.  To  do 
this  our  rate  of  Government  purchases  must  be  stepped  up  substantially.  It 
is  also  clear  that  our  own  domestic  consumers  would  be  in  the  market  for  more 
food  if  we  are  willing  to  let  them  have  it.  Without  question  domestic  con- 
sumers will  face  rationing  on  many  foods,  even  if  we  do  our  utmost  to  maintain 
agricultural  production. 

2.  Our  capacity  to  market  and  distribute  agricultural  commodities.  We 
face  many  important  difficulties  in  marketing.  Perhaps  the  most  difficult 

is  the  job  of  transportation.  Motor  trucks  are  becoming  scarce  and  the  outlook, 
is  that  the  trucking  situation  will  be  much  tighter  for  next  year  at  least 
o.nd  probably  for  many  years  to  come.  The  railroads  have  done  a remarkable 
job  in  handling  increased  volume.  'However,  the  efficiency  of  railroad  trans- 
portation probably  cannot  be  increased  much  more  without  fairly  drastic 
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r gul  .tions  to  prevent  cross-hauling.  Perhaps  v;e  will  'also  need  to  have 
priorities  to  prevont  the  shipment  of  non-essenti-  1 commodities,  including 
some  kinds  of  food.  Ocean  shipping  is  the  worst  bottleneck  of  all.  iliTo 
will  need  all  we  onn  possibly  got.  However,  the  rate  of  launching  now  ships 
now  evidently  is  greater  than  the  rate  of  sinkings. 

The  ov  r-all  national  situ  tion,  both  on  dry  storage  and  on  cold  storage, 
seems  fairly  good;  tha t is,  va  will  huvo  enough  space  to  store  the  current 
production  nd  make  some  allowance;  for  contingency  reserves.  However,  in 
certain  loc-  lities  cold  storage  space  will  be  limited  mid  some  steps  may  be 
needed  at  these  points  to  use  cold  storage  only  for  the  most  essential  goods. 

Th  current  stor;  go  situation  continues  very  tight  and  will  be  difficult 
gain  next  yt  nr. 

The  most  difficult  problems  in  connection  with  processing  plants  are 
to  get  adoqu-te  drying  c.  p..city  for  meats,  dairy  products,  eggs,  and  vege- 
tables, nd  to  use  our  slaughtering  plants  to  best  advantage  in  handling  a 
record  volume  of  livestock.  The  dehydration  program  is  progressing  fairly 
Well  and  it  appears  likely  that  the  go  :1s  will  be  mot  for  dehydrated  pork, 
eg  ;s,  roller  -recess  milk  and  most  vegetables.  Our  capacity  for  spray 
process  dry  milk  s nd  for  dried  cabbage  is  still  too  small. 

The  packaging  of  farm  produots  involves  many  difficulties  duo  largely 
to  the  shortage  of  suoh  essential  materials  as  tin  cans  ..nd  burlap,  jo 
will  h -vc  to  get  along  with  less  packaging  and  with  substitute  p.  ekages 
for  many  commodities. 

3.  H!  rl<ating  costs.  Th<  over-all  marketing  bill  for  agricultural 
products  as  a wholi  appears  to  have  dropped  slightly  from  1937  to  1941,  and 

lthough  mar.:,  ting  margins  rose  somewh  t in  early  1942  they  have  not  yet 
gon  up  enough  to  fully  reflect  increased  wages.  One  very  important  question 
affeoting  the  outlook  for  f;  rm  ">roducts  is  whether  marketing  margins  will 
continue  to  ris.  or  whoth  r such  oji  increase  may  be  held  in  check  by  price 
e ilings  -nd  Government  price  supports.  There  is  already  ..  good  3 ..1  of 
complaint  .non:  processors  and  listributors  concerning  the  so-called  ’’squeeze ’’. 
In  somt  c .ses  ■ t lt-.st  stops  will  probably  have  to  bo  taken  to  handle  this 
situation.  T1k  ri  s.,cm  to  be  sev  r .1  alternatives;  one  is  to  allow  the 
ceilings  to  b.  broken;  another  is  to  subsidize  the  processors  or  distribu- 
tors: id  still  anothc  r is  to  take  whatever  steps  may  be  necessary  to  reduce 

costs  nd  ch  rges  in  the  marketing  system.  On  p.p.r  there  s-.  em  to  bo  real 
possibilities  in  th<  1 .st  altv  riv.  tive.  3ut  tc  ccomplish  it  w<  need  concrete 
and  specific  programs  for  eliminating  unnecessary  duplication  and  overlapping 
in  thi  who  It.  m rkc  ting  system,  nd  wa  need  to  find  some  practical  way  of 
-.cconplishing  these  r forms  ar.d  still  maintain  desirable  forms  and  degrees 
of  competition  in  the.  marketing  system.  It  remains  to  bo  seen  which  of  those 
alt-  rn.tiv.s  will  b«.  followed,  but  it  is  clear  that  the  farm  outlook  will  be 
aff>.  ot<  d considerably  by  the  decisions  th  t arc  mr.de. 

4.  Fed  ral  and  St  ta  regulation.  Since  ..orld  <ar  I thcr<  has  been  a 
remarkabli  growth  of  Federal,  £>t..te  and  municipal  regulations  of  all  kinds 
a -ling  with  th.  marketing  of  foods.  Som.  of  these  regulations  have  been 
classed  as  tr  .dv  barri  rs  which  have  given  special  advantages  to  certain 
producer  groups  aid  discriminated  against  others.  Many  of  those  regulations 

re  obstructing  trade  a.nd  interfering  with  the  war  effort,  we  will  hi  ve  to 
S’.vi  r>  -v  soru  of  thi.se  r.gul  .tions.  .a  notable  example  of  progress  in  this 
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direction  is  the  recent  agreement  of  most  of  the  States  to  standardize 
regulations  p^overning  the  sizes  and  weights,  of  motor  trucks.  In  addition 
to  getting  rid  of  trade  barriers,  we  probably  will  have  to  consider  the 
modification  of  many  food- laws.  For  example  it  may  be  desirable  to  require 
less  fat  in  cream,  ice  cream,  and  milk,  and  it  m ay  bo  desirable  to  allow, 
or  even  to  require,  the  use  of  sOya  and  peanut  flours  in  sausage-  and  other 
prepared  meats. 

5.  Distribution  and  nutrition  programs.  The  distribution  of  foods  to 
school  children  and  to  low- income  families  has  been  emphasized  as  an  impor- 
tant part  of  the  agricultural  prpgram  in  repent  years.  Food  stamps,  direct 
distribution  to  relief  families,  school  lunches,  school  milk,  5-cent  milk, 
cotton  mattresses,  and  cotton  stamps  are  among  the  devices  which  have  been 
used  for  the  dual  purpose  of  reducing  burdensome  surpluses  and  helping  needy 
families.  The  outlook  during  the  war  is  that  there  will  be  few  important 
farm  surpluses;  that  price  ceilings  will  be  more  of  a problem  than  price 
supports;  and  that  most  employable-  people  will  have  .jobs.  For  these  reasons 
many  people  are  beginning  to  ask  whether  the  Government  food  distribution 
programs  should  be  drastically  reduced,  or  even  discontinued.  i/e  should, 
however,  remember  two  important  facts:  first,  that  there  are  still  about 

8 million  persons  in  families  on  relief  and  that  very  few  of  these  persons 
are  employable  even  under  present  conditions.  Second,  that  the  distribution 
programs  still  offer  a much  needed  safety  valve  for  distributing  such  occasional 
surpluses  as  those  which  may  arise  locally  because  of  lack  of  transportation 
and  processing  facilities,  or  those  which  may  result  from  lack  of  shipping. 

It  seems  important,  both  to  agriculture  and  to  low-income  families,  that  these 
programs  be  continued  and  perhaps  even  strengthened.  Greater  emphasis  should 
be  put  on  nutrition  and  on  making  it  possible  for  low-income  families  to  get 
their  fair  share  of  scarce  foods.  Obviously  less  emphasis  should  be  placed 
on  surplus  removal  operations. 

6.  Grades  and  standards.  Official  Government  grades  and  standards  will 
become  increasingly  important.  It  will  be  impossible  to  administer  good 
price  and  marketing  regulations  without  a more  comprehensive  and  more  wide- 
spread use  of  official  grades.  The  same  thing  is  true  of  price  supports. 

This  applies  not  only  to  ceilings  on  retail  prices,  but  also  to  price  supports 
at  the  farm  and  wholesale  levels. 

7.  Marketing  goals.  Since  the  war  we  have  talked  a good  deal  about 
agricultural  production  goals,  but  have  talked  too  little  about  marketing 
goals.  It  will  bo  worse  than  useless  to  increase  the  production  of  any  com- 
modity in  any  State  unless  the  increased  output  can  be  processed,  transported, 
and  marketed.  As  indicated  by  some  of  the  discussion  above  we  will  have  to 
meet  very  serious  problems  in  marketing  and  we  need  to  have  specific  plans 
for  dealing  with  them,  ,iie  will  have  less  labor  and  less  equipment  in  the 
marketing  system,  .just  as  we  will  on  the  farms,  and  we  will  have  to  use  this 
labor  and  equipment  more  effectively  than  :;e  have  in  the  past  if  wo  are  to 
prevent  serious  bottlenecks.  However,  wc  have  known  for  many  years  that  sub- 
stantial improvements  could  be  made  in  the  marketing  system.  There  is  a great 
deal  of  unnecessary  overlapping  and  duplication  which  should  be  avoided  even 
in  peace,  but  which  becomes  a serious  menace  in  time  of  war.  In  my  opinion 
we  can  go  only  a short  distance  toward  meeting  thee-,  problems  by  orders  of 
various  kinds  from  Federal  agencies.  To  solve  those  problems  we  must  have 
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serious  but  quick  studies  by  localities,  States,  and  regions.  Someone  must 
come  forward  with  concrete  plans  for  improving  the  delivery  of  milk  in  a 
particular  city,  for  the  assembly  of  vegetables  in  the  Southeast,  or  for 
the  more  effective  use  of  such  processing  equipment  as  may  be  available  in 
a given  community.  I would  like  to-  urge,  all  the  State  marketing  specialists 
and  economists  to  pass  along  to  thfe  Department  in  Washington  any  ideas  on 
subjects  of  this  kind.  Ye  will  s^e  to  it  that  they  are  carefully  reviewed 
and  wherever  possible  we  will  try  to  put  the  best  ideas  across. 


I ' t u 

CXftvt  $ 

WILL  WE  BE  ABLE  TO  CONTROL  INFLATION? 

Address  by  Richard  V.  Gilbert , Economic  Advisor  to  the 

Price  Administrator,  Office  of  Price  Administration,  at 

the  20th  Annual  Agricultural  Outlook  Conference, 

Washington,  D.  C.,  October  19,  1942. 

I have  been  asked  to  discuss  the  question,  "Will  We  Be  Able  to 
Control  Inflation?".  Fools  rush  in,  it  lias  been  well  said,  where 
angels  fear  to  tread.  That  is  why,  no  doubt,  the  Department  of 
Agriculture,  in  spite  of  the  thousands  of  experts  in  its  employ,  came  to 
the  Office  of  Price  Administration'  to  find  someone  to  discus-s  this 
question.  Like  Barkis,  the  OPA  is  pillin'. 

' • v 1 

The  best  indication  of  what  the  future  holds  in  store  for  us  is, 

I think,  in  the  record  that  has  already  been  written.  Let  me  review 
that  record.  In  the  period  since  thq  outbreak  of  the  war  in  September 
1939 j we  have- witnessed  the  most  remarkable  expansion  of  production 
ever  experienced  by  this  or  any  other  country.  In  that  period,  in-' 
dustriai  production,  as  measured  by  the  Federal  Reserve  Board  index, 
has  increased  no  less  than  76  percept . This  unprecedented  increase  has 
been  associated  with  an  increase  of  industrial  prices  at  wholesale  of 
only  20  percent.  'That,  in  my  judgment,  is  a remarkable  performance. 
Never  before  has  anything  approaching  so  large  an  increase  of  industrial 
production  been  achieved  with  so,-  small  pyi  increase  in  prices. 

The  moderateness  of  thij  increase  in  prices,  we  must  remember, 
has  been  achieved  in  spite  of  the  fact  that  no  statutory  powers  to 
control  prices  existed  prior  fo  January  of  this  year.  Price  control 
during  that  early  period,  it  has  frequently  been  pointed' out,  was  a 
matter  of  paper  clips  and  rubber  bands.  The  achievement,  it  would, 
seem  to  me,  is  for  that  very  reason  the  mere  remarkable.  It  is  a 
tribute  to  the  administration  of  price  control.  It  is  a tribute  even 
more  to  the  restraint  and  good  sense  of  American  businessmen. 

During  the  -period  since  the  outbreak  of  the  war,  farm  production 
has  also  increased  remarkably.  Production  this  year  will  stand  18 
percent'  above  the  level  of  1939  and  11  percent  over  the  level  of  last 
year.  Part  of  this/increase  is  attributable,  of  course,  to  this  year's 
exceptionally  favqrable  weather  conditions,  conditions  which  we  cannot 
count  uoon  for  the  future.  A larme  oart  of  the  increase,  however,  is 
the  result  of  the  Food  for  Freedom  program  and  underscores  the  vision 
of  the  Department  of  Agriculture  and  the  patriotism  of  American  farmers. 

The  increase  in  farm  production  has  been  associated  with  an 
increase  of  85  percent  in  the  average  prices  received  by  farmers. 

This  is  a large  increase,  a very  large  increase,  an  increase  almost 
as  2'reat  as  that  which  occurred  in  T;Torld  rTar  I,  when  farm  prices 
rose,  as  I recall,  by  123  percent.  At  that  time,  the  increase  in 
farm  prices  was  clearly  recognized  as  inflationary.  In  appraising- 
the  increase  that  has  taken  place  during  the  past  3 years,  however, 


we  must  not  lose  sight  0/  the  fact  that  farm  prices  were  abnormally 
low — were  at  an  uneconomic  as  well  as  an  inequitable  level — when  the 
war  broke  out.  The  rise  in  farm  prices,  though'  very  large,  has  only 
restored  the  balance  betv:een  farm  prices  and  non-farm  prices,  and 
the  balance  between  farm  prices  and  farm  costs  which  have  been  the 
goal  of  public  policy  for  a decade. 

Parity  Index  Rises 


The  increase  of  85  percent  in  farm  prices  between  August  of 
1939  and  August  of  this  year  was  no.  accident.  It  was  not  only  per- 
mitted by  the  Government;  it  was  actively  encouraged  by  the  Government, 
throi  "h  many  devices  with  which  of  course  you  are  all  familiar.  At 
the  sane  time,  the  increase  in  prices  paid  by  farmers  was,  through  the 
active  intervention  of  the  Office  of  Frice  Administration,  held  down 
to  only  22  percent.  The  parity  index,  in  Consequence,  rose  from  70 
to  10^.  Indeed,  for  the  full  year  ending  August  1942,  farm  prices 
hovered  around  parity  and  averaged  better  than  parity.  The. objective 
so  long  sought  has  been  achieved.  That  is  worth  repeated  emphasis. 

Taking  the  rise  of  farm  and  on-farm  prices  together,  and 
setting  that  rise  against  the  increase  in  production,  the  achievement, 
it  would  seem  to  me,  has  been  remarkable.  It  holds  promise  for  the 
future . 

It  is  true,  of  course,  that  the  period  to  date  repr ?sents  what 
may  be  termed  the  honeymoon  stage  of  price  control.  Just  because 
there  was  so  much  slack  in  our  economy,  it  was  possible  to  increase 
production  to  match,  or  almost  to  match,  the  rapid  increase  of  demand. 
The  pressures  on  prices  were  therefore  moderate.  Indeed  it  was  only 
in  the  spring  of  1941  that  the  situation  became  at  all  difficult. 

Even  then,  the  problem  was  one  of  bottle-necks  rather  than  one  of 
general  scarcity.  Only  toward  the  end  oi  the  year  did  the  pressure, 
r ally  become  acute  and  general. 

It  will  be  a different  story  irom  here  out.  Scarcities  will  not 
be  the  exception;  they  will  be  the  rule.  It  is  true  that  industrial 
production  will  continue  to  expand.  77e  estimate  that  in  1943  the 
Federal  Reserve  Board  index  will  average  215 . Nonetheless,  it  is  now 
perfectly  clear  th  rate  of  increase  in  industrial  production 

will  slow  down  and  that  by  the  end  oi  1943  we  shall  have  reached  our 
practical  production  ceiling  for  the  duration  of  the  war. 

On  the  farm  front  we  are  even  nearer  our  pr  duction  ceiling. 
Unless  weather  conditions  continue  tp  be  exceptionally  favorable,  it 
will  be  extremely  difficult  to  increase  tot-}  fan:  production  beyond 
current  levels.  As  a metier  of  fact,  vchon  account  is  taken  of  the 
increasing  difficulty  of  providing  the  farmer  with  machinery  and 
fertilizer,  I think  we  shall  be  fortunate  if  we  can  maintain  the  ex- 
ceptionally high  1942  levels.  I must  point  out,  however,  that  within 
this  level  of  total  production  it  is  not  only  possible  but  imperative 
to  secure  a further  large  increase  in  the  production  of  meats,  poultry, 
dairy  arc  ducts,  end  .vegetables,  which  are' required  alike  on  the  home 


-3- 


front  and  on  the  battle  fronts.  To  do  so,  it  mil  be  necessary  to 
shift  faro,  resources  from  the  production  of  less  essential  to  the 
production  of  these  more  essential  items.  This  is  the  major  war  task 
which  confronts  the  farmers  of  this  country. 

Demands  of  T.'Tar  to  Increase 

While  the  total  output  of  farm  and  factory  will  continue  to 
increase,  the  demands  of  war,  already  enormous,  wall  increase  much 
more  rapidly.  This  year,  war  expenditures  will  total  &49  billion. 

Next  year  they  will  not  fall  far  short  of  0100  billion  and  may  even 
exceed  this  figure.  This  year,  war  will  absorb  J>2  percent  of  our 
gross  output  of  goods  and  services.  Next  year  it  will  absorb  over 
50  percent  of  our  national  output.  The  pressure  of  increasing 
Government  demand,  it  should  be  quite  clear,  will  be  felt  in  every 
market  and  every  county  of  our  land. 

Furthermore  these  requirements  of  war  wall  cut  deeply  into  the 
^ supplies  of  goods  available  to  consumers,  at  the  same  time  that  war 
^ expenditures  increase  to  floor  proportions  the  incomes  they  receive. 

" Individual  incomes  this  year  will  total  '3.113  billion.  "re  estimate 

y— f them  for  next  year  at  ?<123  billion,  an  increase  of  13  percent.  On 

' the  other  hand,  the  total  supply  of  goods  and  services  available  for 
civilians,  measured  in  1941  prices,  will  drop  if  our  war  production 
objectives  are  achieved  from  $73.1  billion  this  year  to  361.6  billion 
next,  a cut  of  about  16  percent.  The  pressure  upon  the  cost  of  living 
will  be  enormous.  Our  powrer  to  control  prices  will  be  severely  tested. 
Can  those  powers  prove  equal  to  the  task? 

In  the  spring  of  this  year,  the  outlook  was  not  promising,  but 
much  has  happened  since  then.  At  that  time  there  were  two  fatal  weak- 
nesses in  our  powers  to  prevent  inflation.  First,  the  statute  under 
which  the  OPA  was  operating  placed  severe  restrictions  upon  the  power 
of  the  Administrator  to  control  farm  prices?  restrictions  which  made 
it  quite  impossible'  to  stabilize  the  cost  of  foods  to  the  American 
consumer.  So  serious  were  these  restrictions  that  there  was  serious 
doubf  whether  the  price  structure  as  a whole  could  be  kept  under  control. 

Secondly,  and  even  more  important,  the  controls  which  existed 
at  that  time  were  controls  that  operated,  on  effects  rather  than  on 
causes.  They  were  controls  of  prices  rather  than  of  the  inflationary 
f.orces  which  produce  price  movements.  Prices  are  themselves  only  the 
reflection  of  the  operation  of  deeper  forces — the  forces  of  demand 
and  of  the  erst  01  production  and  supply.  The  direct  control  of  prices 
can,  to  be  sure,  prevent  price  increases  for  a time . It  cannot  hold 
prices  indefinite?^  in  the  face  of  a mounting  excess  of  demand  over 
supply  and  in  the  face  of  a persistent  increase,  in  costs  of  production. 

It  was  these  weaknesses  which  led  the  President,  on  April  27 f 
to  stake  out  his  7-Point  program  to  stabilize  the  cost  of  living.  The 
recommendations  embodied  in  the  President's  message  to  the  Congress  were 
designed  to  eliminate  these  weaknesses.  To  enable  price  control  to  be 
• extended  to  the  entire  price  structure,  the  President  recommended 
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anendment  of  the  agricultural  sections  of  the  Price  Cohtrol  Act.  To 
eliminate  the  second  fatal  weakness,  he  recommended  that  controls  he 
extended  to  cover  the  basic  inflation-  ry  forces  as'  well  as  the  prices 
reflecting  those  forces.  These  r e c oranend.at ions  fell  into  three  broad 
-roups : 


(1)  The  checking  of  the  inflationary  growth  of  purchasing  power 
t rough  the  stabilization  of  fan?.,  of  wage,  and  of  other  incomes. 

(2)  The  reduction  of  the  excess  of  purchasing  po  er  ever 
available  su  plies,  through  increased  taxes,  incre  s.ed  savings,  and 
the  repayment  of  consumer  debt. 

(3)  The  stabilization  of  costs  of  production,  ti  ~ough  the 
extension,  of  price  control  to  cover  the  cost  of  every  material  or 
service  entering  into  industrial  and  farm  production,  and  through  the 
stabilization  of  wages  and  salaries. 

General  Maximum  Price  ley  ■! lion  Issued 


I need  hardly  remind  this  audience  that  the  performance  in 
the  months  following  Agril  2n  fell  considerable  short  of  the  President ’ . 


The  Office  of  Price  Administration,  at  the 


resident ' s 


objective . 
direction, 
price 

bution . At  the 

control  areas  in  which  86  million  Americans  dwell . By  these  measures, 
the  OPA  extended  price  control  to  the  very  limit  permitted  under  the 


issued  the  General  Kaxinur.  Price  Regulation  which  extended 
jontrol  to  virtually  ever-  cor  rodity  at  all  levels  of  distri- 
same  time,  orders  were  issued  dosi.  nating  for  rent 


statute,  bringing  87  percent  of 


cost  of  living  and.  60  percent  of 


the  food  sold  at  retail  under  regulation. 


The  other  element  of  the  President's  program,  however,  lagged 
very  seriously.  The  Congress  did  not  amend  the  Price  Control  Act  as 
the  President  recommended,  the  tax  hill  remained  under  debate,  and  the 
effort  to  stabilize  wares  fell  far  short  of  what  was  required.  During 
the  summer,  it  became  increasingly  clear  at  the  OPA  that  we  were  losing 
the  fight  against  inflation.  The  action  taken  by  the  Office  did  cut 
down  the  increase  in  the  cost  of  living  from  an  average  monthly  rate 
of  1.1  percent,  to  an  average  monthly  rate  of  4/lC  of  1 percent.  This 
was  a significant  achievement  in  which  we  take  pride.  Nonetheless, 
the  cost  of  living  continued  to  rise.  It  'rose  because,  under  the 
statute,  the  OPA.  sms  un  ble'  to  bring  all  food  prices  v '.dor  control. 

On  this  point  the  figures  leave  no  room  for  doubt. 


In  the  3 mouths  from  mid-way  to  mid-August, 
all  of  which  were  brought  under  control,  wore  held 
Thus,  exits  were  reduced  by  2 percent,  the  price  o 
cent,  and  the  prices  of  house  fumis  . ngs,  fuels, 
items  ere  held  at  the  levels  which  prevailed  in  m 
General  Llaximum  Price  Regul  tion  be  me  effective. 


non-food  prices, 
firmly  or  cut  back, 
f clothing  by  1 per- 
and  miscellaneous 
.id-lay,  when  the 
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The  same  was  true  of  the  controlled  foods.  The  General  Llaximbm 
Price  Regulation  brought  under  price  control  60  percent  of  the  foods,- 
all  that  the  statute  permitted.  The  prices  of  these  controlled  foods, 
which  in  the  year  prior  to  Pay  increased  at  an  average  monthly  ra.te 
of  1.6  percent,  declined  thereafter  by  l/lO  of  1 percent  a month.  On 
the  other  hand,  the  prices  of  the  40  percent  of  the  foods  which  were 
not  controlled,  moved  up  sharply.  These  had  been  increasing  at  an 
average  monthly  rate  of  1.8  percent  before  Hay.  Between  Hay  and  August, 
they  increased  at  3*3  percent  per  month,  or  40  percent  per  annum.  It 
was  this  increase  in  uncontrolled  food  prices  which  forced  up  the  cost 
of  livin g . 

The  figures  therefore  leave  no  doubt  that  it  was  inability  to 
control  farm  prices  which  accounted  for  the  continued  rise  in  the  cost 
of  living.  TThat  was  really  ominous,  however,  was  not  the  rise  in  the 
prices  of  uncontrolled  foods,  large  though  that  was,  but  the  increasing 
pressure  which  rising  fair,  prices  were  bringing  to  bear  upon  the  retail 
prices  of  those  foods  which  were  under  control.  We  were  obliged  to 
permit  the  breaching  of  the  ceiling  in  a number  of  important  cases, 
notably  those  of  canned  fruits  and  vegetables -and  dried  fruits.  The 
line  by  which  we  held  many  other  prices  was  growing  thinner  ever]'  day. 
Unless  the  power  to  control  all  farm  prices  was  quickly  provided,  it 
was  perfectly  plain  to  us  in  August  that  the  effort  to  hold  the  cost 
of  living  must  fail. 

Increase  In  Individual  Incomes 

While  the  rise  of  farm- prices  was  the  more  visible  of  the 
threats  to  the  cost  of  living,  the  failure  to  bring  the  basic  in- 
flationary forces  under  control  was  equally  dangerous.  Individual 
incomes,  which  in  the  period  preceding  May  increased  on  the  average 
by  2 percent  a month,  continued  to  increase  at  that  rate,  ’"ages  and 
salaries,  which  had  been  increasing  at  2.6  percent  a month,  likewise 
continued  to  rise  at  the  same  rats.  In  a word,  the  income  stabilization 
called  for  by  the  President  was  not  achieved. 

With  regard  to  the  absorption  of  purchasing  power,  the  results 
were  equally  bleak.  Failin'"  the  enactment  of  the  tax  bill,  we  con- 
tinued under  a peacetime  structure  of  taxation.  While  the  Board  of 
Governors  of  the  Federal  Reserve  System  -sharply  tightened  the  controls 
on  consumer  credit  and  the  Treasury  intensified  its  efforts  to  divert 
purchasing  power  into  war  savings  bonds,  these  combined  programs  re- 
sulted in  an  increased  annual  absorption  of  pii:  chasing  power  of  only 
12.4  billion.  This  fell  far  short  of  the  increase  in  individual  in- 
comes during  the  same  period . Individual  incomes  rose  from  an  annual 
rate  of  $109.5  billion  in  May  bo  a rate  of  pllo.4  billion  in  August, 
an  increase  of  $6.9  billion.  Thus  it  is  clear  that  the  efforts  of  the 
Treasury  and  the  Federal  Reserve  Board  did  not  prevent  an  actual  In- 
crease in  the  excess  of  purchasing  power,  lot  alone  reduce  that  excess. 
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To  ;>ut  tr  • situ  ition  baldly:  disposable  income — th  t is,  income  after 
jv;*3"v  •'!'  tar.es — \vr  s increasing  ir/wai  s of  *2  billion  per  annum  every 
ii’  ruth.  hew  supplier  avail,  tie  to  civilians  were  decreasing  at  a rate 
just  . ho  b of  ml  billion  per  annum  ever"- month.  The  excess  of  dis- 
posable income  over  supply,  in  annual  terms,  was  increasing  at  the 
rote  of  §3  billion  per  month. 

Filially,  we  '-ere  losing  the  fight  to  stabilise  costs  of  pro- 
duct: on.  Unit  1 bor  costs,  which  in  the  year  ending  April  rose  at  an 
u •_>  rate  of  1.1  percent  a month , continued  tc  rise  at  the  same  rate, 
Obviously  no  price  structure  can  be  held  in  the  face  of  persistent  cost 
increases  of  this  magnitude.  VJhile  fev;  price  ceilings  were  actually 
breached  m consequence  of  this  factor,  it  was  abundantly  clear  that 
ri  ric  structu  could  i oi  ] on  j be  i laintained. 


This,  in  brief,  was  the  alarr  ia  --  situation  which  prompted  .the 
Ldent's  message  to  the  Con  press  on  Labor  Day  and  to  the  swift 
metment  of  a nev  price  bill.  Cn  October  3,  by  Executive  Order, 
the  President  est.  .o  Vi  shed  the  Office  of  Economic  Stabilization,  placing 
in  the  hands  of  the  Director  vest  powers  to  effect  eco  Hie  St  Utilization, 

asked  to  answer  is,  will  the  job  he  has  staked  out  be  done? 

I propose  to  break  this  uestion  up  into  three  pppts.  First, 
economics,  is  it  possible  to  hold  the  cost  of  living 
at  present  levels?  That  is  to  say,  as  L 'on  Henderson  would  put  it, 
what  is  the  arithmetic  of  the  present  situation?-  Second,  are  all  the 
cowers  a ail  able  which  are  necesrary  to  do  the  job'7'  in'  third,  hove 
we  the  will  to  use  these  powers  in  the  full  me-csu 'o  that  is  required? 

Arithmetic  of  In  miction  Control 

First,  the  question  of  the  arithmetic.  In  spite  of  some  further 
• ..  In  costs  of  production^  which  is  now  inevitable,  there  is,  in 
.■  Judgment  , ample  elbow  room  to  permit  us  to  bold  prices  at  their 

zr'r  “id  o:  rici.lture  alike. 
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On  • he  nd' .stria n run.:,  there  c.  i be  ,o  doubt  that  the  current 
level  of  r refits  provides  arrl.  ?lbou  ~oom  tc  absorb  cost  increases. 
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In  the  period  1936-39,  corporate  profits  before  taxes  averaged  34y 
billion.  Last  year  they  totalled  514$  billion.  This  year  we  estimate 
that  they  will  reach  the  fabulous  total  of  $19  billion,  an  increase  of 
325  percent  above  normal  peacetime  levels.  These  s'-rarngs  obviously 
permit  of  very  substantial  cost  increases  before  profits  at  present 
prices  are  reduced  to  levels  which  need  occasion  concern.  This 
dee's  not  mean  that,  in  the  face  of  some  inevitable  increase  of  costs, 
the  earnings  of  every  firm  can  be  maintained:  nor  even  that  every  firm 
can  be  kept  in  business.  It  does  mean,  however,  that  a substantial 
increase  of  costs  can  be  absorbed  without  bringing  p"o£its  before 
taxes  for  industry  generally  down  to  levels  which  would  require  up- 
ward price  adjustments  to  maintain  production. 

Furthermore , let  me  repeat,  this  does  not  mean  that  we  must 
not  exert  every  possible  effort  to  stabilize  costs.  Continued 
increase  in  emit  costs,  at  the  rate  which  has  prevailed  in  recent 
months,  would  inevitably  destroy  the  stabilization  or o gram.  Moreover, 
it  must  not  be  forgotten  that  a large  fraction  of  or of it 3 before  taxes 
is  earmarked  for  the  tax  collector.  'Tare  increases  which  reduce 
profits  before  taxes  therefore  come  in  sub stantiai  part  out  of  the 
public  treasury.  Such  wage  increases,  therefore,  not  only  increase 
labor  costs;  they  also  decrease  Government  revenues  that  are  urgently 
needed  for  financing  the  ear,  and  at  the  sane  time  increase  the  excess 
purchasing  power  in  the  rands  of  consumers. 


Fib 07:  doom  for  Control 

It  may  be  argued,  of  course,  that  what  industry  can  stand 
depends  upon  profits  alter  taxes  rather  than  profits  before  taxes. 

This  is  perfectly  true.  It  should  not  be  forgotten,  however,  as  I 
have  just  pointed  out,  that .a  very  large  part  o:  every  cost  increase 
is  home  by  the  Treasury,  rather  than  by  the  industry  affected. 

Cost  increases  reduce  nr 01 its  after  taxes  much  less  than  they 
reduce  profits  before  taxes.  In  any  event,  the  situation  with  regard 
to  profits  after  taxes  is  also  very  favorable.  In  1941  corporate 
profits  after  taxes  totalled  $7.7  billion,  I3I  percent  above  the 
3-936-39  level.  YTe  estimate  shat  this  rear  they  113  run  sc  abo  t the 
same  level.  Thus  in  -could  take  suite  a reduction  in  profits  after 
taxes  tc  bring  them  below  the  level  to  which  industry  in  general  vms 
adjusted  in  the  period  before  the  outbreak  of  the  war . I think  you 
will  agree  vdth  me  that,  however,  one  looks  at  it,  there  is  enough 
elbow  room  to  permit  us  to  say  that , given  reason- bly  effective  control 
of  costs,  industrial  mice  3 can  be  held  at  their  present  levels. 
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On  the  farm  production  front,  the  situation  is  also  extremely  favor- 
able, far  more  favorable  than  most  people  realize.  Farm  prices  are  in 
exceptionally  favorable  position  in  relation  to  costs,  in  spite  of  the 
fact  that  costs  have  risen  sharply  in  recent  years.  Since  1939,  the  total 
farm  wage  bill  has  increased  from  $69 6 million  to  $1,065  million,  an  in- 
crease of  53  percent.  In  the  same  period,  all  farm  production  expenses, 
including  the  cost  of  goods  used  in  production,  depreciation  and  mainte- 
nance of  durable  implements,  equipment,  farm  buildings,  and  farm  dwellings, 
have  increased  from  $5,497  million  to  #7,650  million,  an  increase  of  39.2 
percent.  These  increases  have  been  large;  there  is  no  doubt  about  that. 
Nonetheless,  the  fact  is  that  the  increase  in  prices  and  in  farm  income 
has  far  outstripped  them.  Gross  farm  income,  adjusted  for  inventory  changes, 
and  including  Government  payments,  has  increased  from  #10,671  million  to 
q.18,500  million,  an  increase  of  73  percent.  In  consequence,  net  income 
of  farm  operators-- that  is  to  say,  income  after  all  expenses — has  increased 
from  a level  of  p4,478  million  in  1939  to  $9,785  million  this  year,  an  in- 
crease of  no  less  than  118  percent.  This  is  the  highest  level  ever  reached 
in  our  history.  It  exceeds  by  full  billion  dollars  the  peak  level  of  1919. 

While  this  marked  improvement  has  not  been  uniform  among  all  crops 
and  all  types  of  farms,  nevertheless  : 11  have  shared  substantially  in  it. 

Let  me  read  you  the  following  figures,  which  show  the  increase  in  net  farm 
income  for  typical  commercial  f:  mily-oper  oi "tod  JT Co. rms  * 

Increase  in  Net  Farm  Income 
Between  1939  and  1942 

Type  of  Farm  (Percent) 


Dairy  farms 


Wisconsin 

128.3 

New  York 

100.7 

Corn  B It  farms 

Hog- dairy 

116.9 

C-sh  grain 

124.6 

Hog-beef  breeding-fattening 

176.3 

Hog- beef  raising 

163.5 

Cotton  Area  farms 

Georgi-.  2-mule 

128.7 

Mississippi  Delta  2-mule 

96.1 

Texas  black  waxy' prairie 

111.8 

Virginia  Tobacco  farms 

Flue-cured 

117.2 

Fire- cured 

178.8 

Winter  jheat  farms 

’Wheat 

204.5 

<h- at- corn- live stock 

163.3 

Wheat- gre in  sorghum- livestock 

176.8 

While  for  som..  crops  and  for  some  types  of  farms,  further  increase  of 
income  will  probably  b necessary  to  insure  maximum  production,  these  fig- 
ur:s  rm  ke  it  clear  that  here  too  there  is  elbowroom  for  the  absorption  of 
such  cost  increases  as  cannot  be  avoided  in  wartime.  vkhat  arc  these  unavoid- 
bl ■ cost  increases?  Th - farmer,  as  you  all  know,  is  going  to  have  diffi- 
culty in  obt'  ining  the  m chanery  and  fertilizer  he  needs.  That's  going  to 


increase  costs.  In  view  of  the  drain  being  made  on  the  farm  population 
by  the  armed  services  and  the  war  industries,  the  quality  of  the  farm 
labor  that  will  be  available  will  be  lowered  and  its  productivity  will 
be  less.  Furthermore,  farm  wages  will  unquestionably  edge  upward  in  some 
areas. 

In  all  these  ways,  unit  costs  in  farming  are  going  to  increase.  Those 
increases,  I think,  can  be  absorbed  and  still  leave  farmers  in  an  extremely 
favorable  position.  I do  not  mean,  let  me  repeat  once  again,  that  stabili- 
zation" of  the  cost  of  materials  and  stabilization  of  farm  -wages  is  not  im- 
perative. Quite  the  contrary.  I do  mean,  however,  that  the  farmer  is  in 
better  position  today  then  at  any  previous  timo  in  our  history;  in  better 
position,  let  me  repeat,  than  he  was  in  the  wonder-year  of  1919.  This  Is 
an  ideal  time,  therefore,  to  stabilize  farm  prices  and  farm  costs. 

Such  stabilization  will  assure  to  the  farmers,  for  the  duration  of 
the  war,  bettor  returns  than  they  have  experienced  in  generations.  Farmers, 
I recognize,  will  face  difficult  problems  in  the  years  ahead.  Farmers  must 
radically  alter  the  kinds  of  goods  they  produce  to  meet  the  requirements  of 
war.  They  must  do  this  in  the  face  of  inadequate  equipment,  inadequate 
fertilizer,  shortage  of  labor,  and  even  other  factors  which  do  not  occur 
to  mg  though  they  are  very  real  to  you.  This  is  part  of  winning  the  war 
and  tj  am  sure  farmers  will  recognize  it  as  such.  I believe  that  what  we 
are  qow  doing  to  stabilize  the  prices  farmers  pay  as  well  as  the  prices 
they  receive  will  not  only  provide  very  favorable  earnings  but,  what  is 
equally  important,  will  eliminate  the  risks,  the  uncertainties,  that  are 
entailed  in  unpredictable  movements  of  prices  and  costs.  The  significance 
of  t^i s will,  I am  sure,  not  be  lost  on  this  audience. 

To  summarize,  so  far  as  the  economic  arithmetic  is  concerned,  I can 
see  4o  reason  why  it  should  not  be  possible  to  hold  prices,  both  farm  and 
non-^arm  prices,  at  their  current  levels. 

Are  Present  Powers  Adequate  for  Control? 

, Let  me  turn  now  to  our  second  question:  Have  we  adequate  powers  to 
do  iho  job?  I think  that,  with  one  exception,  the  answer  plainly  is  yes. 

Thp  one  power  which  is  still  lacking  is  the  power  to  deal  directly  with 
manpower  problems.  The  direct  control  over  the  distribution  of  manpower, 
Tijttile  it  implies  an  interference  with  personal  freedom  which  would  be  in- 
tolerable under  normal  circumstances,  is  a power  which  no  belligerent  has 
been  able  to  do  without.  dago  stabilization,  like  price  fixing,  removes 
price  as  a technique  of  allocating  resource.^-- manpower  resources  in  the 
one  case;  materials  resources  in  the  other.  Just  as  the  fixing  of  prices, 
requires  that  scarce  supplies  be  allocated  and  rationed,  so  that  materials 
may  be  used  as  the  public  interest  requires,  so  wagu  control  means  that 
manpower  must  be  directly  allocated,  in  order  to  bring  the  Nation's  man- 
power to  bear  where  the  imperatives  of  war  dictate.  I think  this  is  rec- 
ognized generally  and  that  the  time  is  not  far  distant  when  this  last  power 
needed  to  fully  mobilize  the  Nation  for  the  prosecution  of  the  war  will 
be  provided. 

Stabilization  of  Wages  Viewed 

This  brings  me  to  the  last  question:  Have  we  the  will  to  do  the  job?  , 
Let  me  start  with  incomes.  I .am  sure  that  mnnino-  thmiorh  •hh»  n-P 


this  group,  in  view  of  the  events  of  recent  months,  is  the  question:  Will 
wages  octu.  lly  bo  str.bilized?  I think  the  answer  is  yes. 

The-  difficulty  in  the  months  following  April  27  was  largely  in  the 
field  of  voluntary  wage  increeses,  increases  outside  the  jurisdiction  ol 
the  77  r Labor  3o- rd.  Wage  demands,  stimulated  by  increases  in  the  cost  of 
living,  were  willingly  met  by  management.  Earnings,  as  I have  pointed  out 
bvfor  , wore  extremely  favorable,  and  manpower  needs  were  growing  more  and 
more  acute.  It  became  apparent  that  in  this  field,  as  in  the  field  of 
arises  generally,  the  normal  operation  of  competitive  forces  meant  infla- 
tionary increases.  These  increases  the  War  Labor  Board,  with  its  juris- 
diction limited  to  cases  in  dispute,  was  powerless  to  prevent.  If  stabili- 


zation was  to  be  achieved,  the  jurisdiction  of  the  Board  had  to  be  extended 
to  cover  all  wage  negotiations.  This  extension  of  jurisdiction  has  been 
effected  by  the  Executive  Order  cf  October  3.  In  view  of  the  vital  role 
which  wage  stabilization  must  play  in  the  national  program  for  economic 
stabilization  and  in  view  of  the  fact  that  the  cost  of  living  has  now  been 
stabilized,  I am  confident  the t wages  will  also  be  stabilized. 

Fortunately,  stabilization  of  wages  at  current  levels  mil  permit  labor 
generally  to  enjoy  the  most  favorable  position  it  had  ever  attained.  In 
this  respect,  wage  stabilization  parallels  the  stabilization  of  farm  prices. 
In  the  manufacturing  industries,  aver  ge  hourly  earnings  in  May  were  31  per- 
cent above  the  level  of  August  1939.  allowing  for  the  increase  in  the  cost 
of  living,  they  wer^  up  ll^r  percent.  The  advance  in  weekly  earnings  has  been 
even  more  striking.  By  May  of  this  year  they  were  up  53  percent  from  the 
Tojgust  1939  level.  Again  making  allowance  for  the  increase  in  the  cost  of 
living,  they  showed  an  increase  of  no  less  than  30  percent. 

It  must  not  be  overlooked,  however,  that  it  is  in  the  field  of  manu- 
facturing that  the  position  of  labor  has  improved  most.  Elsewhere  develop- 
ments have  not  been  quite  so  fortunate.-  For  all  nonagri cultural  establish- 
ments together,  the  increase  in  avera hourly  earnings  has  been  entirely 
offset  by  the  increase  in  the  cost  of  living.  7, buddy  earnings,  however, 

:.ftc-r  llowance  for  the  rise  in  living  costs,  stood  in  May  9 percent  above 
the'pr  - r level.  In  the  c sc  of  three  important  groups  of  workers , the 
economic  position  has  actually  deteriorated;  namely,  those  employed  in  trade, 
Grov-rnment,  .nd  fin  nee.  In  11  three  c ses,  both  huurly  and  weekly  earnings 
h?  v risen  considerably  less  than  the  increase  in  the  cost  of  living.  7iTages 
in  soma  of  these  cases,  particularly  in  the  lower  br  ckets,  must  be  increased 
both  in  simple  justice  and  tc  maintain  health  .nd  efficiency.  Nonetheless, 

Lc  reposition  is s r-  osition  is  extremely  favorl 

abl  ..  The  total  wage  and  s 1 ry  dll  this  ye  r will  cone  to  y 76  billion, 

~ccn1  1 el  of  1939.  Ehis  \ nd  sal-'  ry  bill  exceeds  the 

.ntjr.  national  income  of  any  year  in  the  30’ s. 

It  is  the  farm  wage  question,  ho./cvwr,  in  which  you  who  are  concerned 
nning  ' rily  Lnt  . . The  Dir  ctor  o?  Economic  Stabilizr.tif 

has  just  placed  in  the  h nds  of-  the  Department  of  agriculture  the  formidable 
task  of  stabilizing  farm  wages.  I am  confident  th,  t the  Dep  rtment  will  lick 
this  problem,  as  it  has  licked  every  other  to  which  it  has  addressed  itself. 


■tt.ll  things  considered,  I .m  coi  nt  7 t incomes — farm  incomes,  vr<  ge 
nd  s-  -ary  incomes,  as  vail  • s profits — will  in  fact  be  stabilized  for  the 
ur  tion  ..nd  th-  thre  t to  economic  stabilization  from  this  quarter  wall  be 
ended. 
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Outlook  for  Taxation  policy 

Turning  next  to  the  question  of  absorption  of  excess  purchasing  power, 
frankness  compells  me  to  say  that  we  are  not  likely  to  have  a tax  policy 
as  tough  as  is  needed.  The  tax  policy  will  be  tough,  make  no  mistake  about 
that,  and  it  will  get  tougher  all  the  time,  but  it  will  never  be  as  tough 
as  the  situation  calls_  for.  There  is 'something  awfully  final  about  taxes. 

'No  democratic  country--for  that  matter,  no  belligerent  whatsoever,  demo- 
cratic or  otherwise--has  made  adequate  use  of  taxation,  or  will  do  so.  We've 
just  got  to  reconcile  ourselves  to  that.  Compulsory  saving  is  measurably 
more  palatable  than  taxation.  In  the  tax  bill  just  passed  there  is  a com- 
pulsory saving  feature,  and  we  may  expect  to  see  this  technique  put  to  wider 
use  in  succeeding  revenue  bills.  Nevertheless,  the  excess  of  purchasing 
power  over  available  supply  is  so  great  and  is  increasing  so  rapidly,  it  is 
unlikely  that  any  combination  of  taxes  and  compulsory  saving  will  be  adopted 
that  will  fully  measure  up  to  the  need. 

This  means  that  the  volume  of  purchasing  power  will  not  be  brought  down 
into  balance  with  the  supplies  available  for  consumption.  There  will  be 
billions  of  dollars  seeking  goods  which  will  not  be  there.  This  will  place 
upon  the  OPA,  which  is  charged  with  the  responsibility  for  rationing,  a much 
larger  burden  than  it  would  be  called  upon  to  bear  under  ideal  circumstances. 
Rationing  is  perhaps  the  toughest  administrative  job  in  the  entire  program. 

It  is  tough  not  only  on  the  rationing  agency;  it  is  equally  tough  on  the  re- 
tailer and  on  the  consumer.  Here  too,  the  experience  of  other  countries 
demonstrates  that  the  action  taken  is  always  less  than  fully  adequate  and 
always  late.  Nonetheless,  that  experience  demonstrates  that  a reasonably 
effective  job  does  get  done.  I think  that  mil  be  our  experience  too.  If 
I may  be  forgiven  some  boastfulness  in  a good  cause,  I think  the  job  we  shall 
do  will  be  better  than  average.  The  necessities  will  be  distributed  on  an 
equitable  basis. 

There  is  one  final  point  which  troubles  me-.  This  does  not  concern  the 
will  to  do  the  job;  it  concerns  the  kind  of  job  it  is  we  want  to  do.  At  the 
OPA,  we  long  ago  made  up  our  minds  that  price  increases,  as  a technique  for 
stimulating  production,  must  be  washed  out  for  the  duration.  Under  normal 
circumstances,  as  everybody  knows,  prices  are  the  instrument  by  which  produc- 
tion is  adjusted  to  changing  demand.  A rise  in  price  encourages  the  flow  of 
resources  to  the  production  of  the  commodity  in  question.  A price  decline 
drives  resources  to  other  and  more  profitable  employment.  Under  war  condi- 
tions, however,  with  demand  insatiable  and  everything  scarce,  price  increases 
cannot  serve  their  normal  function.  hhen  all  prices  rise,  all  costs  rise 
likewise,  for,  if  I may  quote  Leon  Henderson,  "on:,  man's  price  is  another 
man's  cost." 

Price  Rises  Hamper  Production 

The  result  of  a general  rise  of  prices  is  not  a general  increase  of 
production.  Quite  the  reverse.  Production  is. not  stimulated  by  a general 
rise  of  prices.  It  is  hampered  by  such  a rise  and,  under  conditions  of  acute 
inflation,  may  become  completely  demoralized.  The  reasons  are  not  far  to 
seek.  Rising  prices  make  the  future  movements  of  both  costs  and  prices  un- 
predictable. Neither  the  businessman  nor  the  farmer  will  make  commitments 
when  future  costs,  as  well  as  future  prices,  are  unpredictable.  On  the 
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other  hand,  the  speculator  has  a.  field  day.  .anybody  can  make  money  by 
simply  holding  goods  against  a further  rise.  Goods  which  should  flow 
through  the  productive  process  are  held  all  along  the  lino  in  idle  hoards. 

The  mad  scramble  for  self-advancement  and  its  effects  on  public  morale 
in  time  of  war  hardly  need  elaboration. 

But  the  basic  objection  to  inflation  is  that  it  sabotages  the  war 
production  program.  Is  it  not  absurd  to  establish  an  order  of  production 
priority  in  terns  of  the  -requirements  of  war  strategy,  to  say  in  effect 
th.vt  planes  must  come  before  trucks  and  machine  tools  before  shoe  machin- 
ery, and  then,  having  done  this,  to  permit  the  prod’cers  of  these  goods 
to  compete  freely  in  the  open  market  ^o  determine  which  shall  have  the 
m .tcrials,  the  facilities,  the  manpower  necessary  for  production? 

It  was  for  this  reason  that  the  decision  was  made  early  in  the  defense 
pro  -r  m to  wash  out  price  as  a technique  for  economic  mobilization  and 
to  secure  that  mobilization  through  '•■ir^ct  control  of  the  flow  of  resources. 
This  decision,  I may  say,  is  grounded  not  only  in  logic  but  on  our  exper- 
ience and  the  experience  of  all  other  belligerents  in  the  last  war.  It 
has  been  axiomatic  ever  since,  that  in  wartime  inflation  cannot  be  tolerated. 

I do  not  mean  that  production  mil  not  suffer  if  the  price  of  any  pro- 
duct is  fixed  at  a level  which  does  n t cover  costs  and  provide  reasonable 
earnings.  Nor  do  I mean  that  it  will  not  be  necessary  from  time  to  time 
to  increase  the  earnings  of  a particular  proup  of  producers  in  order  to 
make  possible  an  cxpznsion  of  production.  ah  at  I do  mean  is  that  the  in- 
strument of  price  can  prove  effective  in  wartime  only  if  used  very  spar- 
ingly. A generous  use  of  this  technique  defeats  its  own  aim. 

Now  there  are  many  farmers --and,  I think  it  fair  to  say,  some  ’people' 
in  the  Government--’.vho,  while  they  are  entirely  willing  to  agree  that  price 
control  for  industrial  products  is  a very  good  thing,  indeed  that  it  is 
essential  to  theeffective  prosecution  of  the  war,  are  quite  as  fully  per- 
suaded that  an  increase  in  some  farm  prices  would  make  it  easier  to  secure 
the  increase  in  production  which  we  need.  And  there  are  many  businessmen 
vho,  while  they  feel  that  it  is  imperative  to  stabilize  farm  prices  in  order 
to  hold  the  cost  of  living,  oelieve  a little  more  "gravy"  would  grease  the 
wheels  of  industry  and  speed  the  production  of  those  vitally  needed  goods 
which  it  is  their  responsibility  to  produce.  Here  again  there  are  some 
people  in  Government  who  would  like  to  see  the  pric  instrument  used  to  fa- 
cilitate war  production.  The  sam.e  can  be  said  of  rubber,  of  petroleum,  and 
indeed  of  every  important  item  right  across  the  board.  In  --very  case,  while 
people  are  convinced  that  sparing  use  must  be  made  of  price  increases,  the 
product  for  the  production  of  which  they  are  responsible  comes  first  on  the 
list  of  the  few  exceptions. 

If  prices  --re  to  be  stabiliz  ed,  the  answer  in  t lnost  all  these  cases 
"ill  obviously  have  to  be  no.  In  some  cases-- in  my  judgment,  they  will  be 
few — it  .’/ill  unquestionably  be  necessary  to  increase  the  returns  to  the 
producer.  In  these  cases,  those  r turns  should  be  provided  directly  through 
Government  payments,  so  that  the  struc  ; * of  pric  . rem  i-n  inviolate. 

The  cost  to  the  Treasury  of  such  payments  will  be  only  a fraction  of  the 
cose  to  uov  .rnment  and  consumers  gen.  rally  ‘which  a price  increase  would 
entail.  For  at  every  stage  an  increase  of  price  becomes  an  increase  of 
cos-,  upon  .‘hich  is  bused  a further  price  increase.  By  the  time  the  original 
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price  increase  has  worked  its  way  through  the  price  structure,  the  final 
cost  to  the  Government  or  the  consumer,  as  the  case  may  be,  will  be  a 
multiple  of  the  original  increase.  What  is  more  important,  the  pressures 
upon  the  price  structure  are  today  so  enormous  and  are  increasing  so  rap- 
idly that  if  our  grip  on  prices  is  permitted  to  slacken  at  any  point,  there 
is  no  telling  how  far  prices  in  that  area  of  the  economy,  or  indeed  in  the 
entire  economy,  will  go  before  they  can  again  be  brought  in  check.  Nor 
is  this  merely  a question  of  the  mechanical  impact  of  one  price  on  another. 
Every  price  increase  creates  claims  in  a score  of  other  quarters  for  similar 
increases.  Everyone  is  acutely  aware  of  the  exceptional  circumstances  of 
his  own  case.  If  we  opera.t^  on  this  basis,  we  are  lost.  If  I may  para- 
phrase a famous  American  statesman,  the  way  to  stabilize  prices  is  to  stabi- 
lize them. 

The  chairman  has  asked  me  to  answer  the  question,  "Will  wo  be  able  to 
control  inflation?"  The  answer,  I think  I have  made  clear  by  now,  is  yes. 

If  I may  be  permitted  to  introduce  a note  of  caution  at  this  late  stage, 

I should  say,  God  willing,  the  answer  is  yes. 


FARM  PRICE  CONTROL : .THAT’S  AHEAD? 


C.Z0U? 

|H^ 


Addbess  by  A.  C.  Hoffrnan,  Director,  Food  Price  Division,  Office  of 

Price  Administration,  at  20th  Annual  Agricultural  Outlook  Conference, 
Washington,  D.  C.,  October  19,  1942 

Agriculture  end  the  food  industries  are  operating  today  under  wartime 
controls.  Supply,  demand,  and  price--the  three  groat  economic  variables  v/hich 
the  Outlook  Conference  has  traditionally  sought  to  evaluate  and  predict — will, 
for  the  duration  of  this  war,  be  governed  largely  by  the  nature  of  these  con- 
trols and  the  national  policy  followed  with  respect  to  them.  Never  before, 
even  in  war,  have  agriculture,  labor,  and  industry  been  called  upon  to  fit 
themselves  into  such  a drastic  program  of  public  control.  Regardless  of  what 
any  of  us  may  think  about  the  role  of  Government  in  a peace-time  economy,  there 
is,  I believe,  almost  unanimous  agreement  that  in  this  emergency  there  is  no 
alternative  if  we  are  to  avoid,  a complete  inflationary  fiasco. 

At  the  present  time,  SO  percent  of  the  nation’s  food  budget  is  under  price 
control  at  the  processing  and  distribution  level.  Obviously,  farm  prices  and 
farm  income  over  the  next  year  will  depend  to  a large  extent  on  the  Government’s 
policy  regarding  food  price  control. 

The  topic  assigned  to  me  today,  implies  that  I am  to  try  to  predict  for 
you  what  that  policy  is  likely  to  be.  But  I am  one  of  Howard  Tolley’s  old 
pupils  in  the  BiiE  and  I know  a little  about  prudent  Outlook  technique.  So  7/hat 
I propose  to  do  is  to  lay  some  of  the  major  issues  before  you  and  lot  you  make 
your  07, ■ n predictions. 

The  Congress  has  recently  passed  new  price- control  legislation,  on  the 
basis  of  which  the  President  has  issued  a clear  directive  that  living  costs 
shall  be  stabilized.  With  the  proper  supporting  measures,  I believe  that  living 
costs  can  be  stabilized,  but  I v/ ant  to  make  it  clear  that  price  control  alone 
cannot  do  the  job.  The  Government  cannot  simply  decree  r.  price  level,  although 
all  too  many  people  in  this  country  still  seem  to  think  it  can. 

In  the  first  place,  agricultural  production  must  bo  maintained  at  the 
highest  possible  level  consistent  with  the  over-all  v/ar  effort.  Farm  prices 
are  one  of  the  factors  v/hich  must  be  taken  into  account  in  maintaining  this 
production.  But  T do  not  wish  to  be  misunderstood  as  saying  that  higher  farm 
prices  are  the  answer  to  our  production  problem,  or  oven  that  they  are  the 
major  factor  in  this  problem  under  7/artine  conditions. 

Limiting  Factors  On  Output 


The-  old  text  books  in  economics  teach  that  the  high  .r  the  price  of  a com- 
modity, the  greater  the  supply.  From  this  point,  e great  many  have  gone  on  to 
the  conclusion  that  the  higher  the  level  of  farm  prices,  the  greater  will  bo 
the  total  output  of  farm  products.  Of  course  wo  can  increase  the  supply  of 
pork  or  potatoes  by  increasing  the  price  of  tli.se  products  in  relation  to  prices 
of  other  farm  products  from  v/hich  land  and  labor  can  be  quickly  diverted.  But 
this  is  entirely  different  from  saying  that  total  agricultural  production  can 
be  stepped  up  in  a war  economy  by  raising  the  v/hole  farm  price-level  higher  and 
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higher.  .vhat  I run  spying  is  that  the  limiting  factor  to  increased  farm  pro- 
duction from  this  point  on,  in  this  var,  is  not  so  much  price  us  it  is  manpower, 
farm  equipment,  and  processing  supplies. 

The  goal  of  maximum  farm  production  is  not  inconsistent  with  the 
president's  directive  that  living  costs  be  stabilized,  provided  that  the  Govern- 
ment agencies  involved  use  all  the  resources  and  ingenuity  at  their  command. 

So  far  as  price  control  is  concerned,  this  means  that  we  must  provide  flexi- 
bility as  between  the  prices  of  different  farm  and  food  products  by  raising 
the  arises  of  some  and  lowering  the  prices  of  others  as  we  go  along.  It  nennq 
also  that  the  various  production- control  programs  of  the  Department  of  Agri- 
culture ought  to  be  equally  flexible,  so  that  agricultural  resources  can  be 
used  to  the  maximum  and  directed  into  those  channels  where  the  need  is  greatest. 

Despite  whet  the  OPA  can  do  with  price  control  and  what  the  Department  of  j 
-agriculture  can  do  with  its  production  control  programs,  I do  not  believe  food  I 
prices  can  be  held  at  present  levels  ever  the  next  year  without  the  use  of 
subsidy  moneys.  In  the  ease  of  some  f rm  commodities,  either  subsidies  or 
higher  prices  to  producers  will  bo  necessary  to  call' forth  the  needed  production) 
In  the  case  of  other  products--notably  wheat,  com,  end.  the  other  feed  grains-- 
the  farm  price  provisions  of  the  price  control  legislation  are  such  that  prices | 
c nnot  be  stabilized  at  present  levels  without  the  use  of  subsidy  funds.  I 

By  this  time  it  has  become  superfluous  to  point  out  that  living  costs 
cannot  bo  stabilized  unless  all  the  factors  entering  into  these  costs,  including 
wages  and  profits,  are  also  stabilized.  The  recent  legislation  and  the  Presi- 
dent’s subsequent  action  regarding  wages  and  salaries  should  insure  this  genera] 
stability,  'Ye  cannot  be  sure  at  the  moment  how  closely  the  wage  situation  will 
fit  into  the  exact  level  of  ceiling  prices  on  processors  and  distributors  which 
have  been  in  effect  for  the  past  six  months.  On  the  whole,  however,  I think 
we  can  be  optimistic  on  phis  score -if  the  clear  intentions  cf  the  Congress  and 
the  President  are  carried  out. 

Pressure  Upon  Stabilization  Program 


3ut  this  is  not  all  the  n ation  will  have  to  do  if  it  intends  to  stabilize.'® 
living  costs.  The  whole  stabilization  program  will  be  under  terrific  pressure-* 
from  increased  purchasing  power  on  the  one  hand,  end  from  a decreasing  supply  * 
f consumer  goods  on  the  other.  Taxes,  savings,  rationing — all  these  things 
n ' scale  nc.t  yet  even  approached — must  go  along  with  stability  on  the  price  1 
fr  nt  if  the  program  is  not  to  break  down. 

I h-  -ro  tried  to  sketch  the  main  factors  which,  along  with  price  control, 

'"ill  determine  the  success  or  failure  of  the  national  effort  to  avoid  inflation. 
7 leave  to  you  the  prediction  of  whether  or  not  the  v.  tion  has  the  social 
courage  to  carry  them  out. 

In  the  time  I have  left,  I should  like  to  tell  you  -riefly  about  the  methoc 
: n ; principles  which  the  OP-a  expects  to  use  in  its  administration  cf  price 
control  in  the  food  field  as  wo  now  006  it.  began,  as  most  of  you  know, 

vita  selective  price  fixing  on  cert.- in  food  products  more  than  a year  age.  The  j 

lirst  i.-jor  products  to  be  put  under  control  were  sugcr,  pork,  and  canned  fruit.' 

-tables.  Those  c:ntrcls  were  put  at  the  processing  and  wholesale  levels, 
and  they  were  admittedly  loose. 
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It  became  clear  nearly  a year  ago  that  we  should  have  to  move  on  a much 
broader  front  and  in  a more  rigorous  fashion  if  prices  were  not  to  .get  com- 
pletely out  of  hand.  Early  in  May,  the  OPA  issued  its  General  Maximum  Price 
Regulation,  freezing  at  all  levels  except  the  farm  level  the  prices  of  as  many 
foods  as  could  be  included  under  the  provisions  of  the  existing  price-control 
legislation. 

Row  the  General  Maximum  Price  Regulation  was  not  a p-erfect  price-control 
instrument,  and  wo  realized  that'  at  the  time.  Without  stabilization  of  wages 
and  farm  prices  and  all  the  other  points  made  by  the  President  in  his  message 
to  the  Congress  at  that  time,  all  of  us  knew  that  the  March  level  of  food 
pricos  could  not  be  permanently  held.  But  there  was  one  thing  which  that 
regulation  did  do--it  slowed  to  a walk  tho  increase  in  prices  until  the  nec- 
essary supporting  measures  could  be  taken.  The  mechanics  of  food  price  control 
embodied  in  that  ovor-all  freeze  regulation  were  also  very  crude;  and  it  is 
our  aim  to  rectify  them  as  rapidly  as  possible. 

The  regulation  provided  that  each  processor  and  distributor  could  not 
sell  abovo  the  highest  price  at  which  he  sold  in  March.  In  other  words,  each 
seller  has  his  individual  ceiling,  depending  on  the  circumstances  in  which  he 
found  himself  in  March.  As  rapidly  as  possible,  these  individual  firm  ceilings 
at  the  processor  level  as  they  existed  under  the  General  Maximum  Price  Regu- 
lation are  being  replaced  by  definite  dollar-and-cents  price  schedules,  which 
will  be  the  same  for  all  processors  operating  in  a given  market  area.  This 
will  have  the  obvious  advantage  of  putting  all  similar  processors  on  an  equal 
footing,  and  will  at  the  same  time  provide  the  OPA  a better  instrument  for 
insuring  compliance  with  price-control  regulations. 

Prices  At  Retail  Level 

At  the  retail  level,  most  food  prices  are  still  under  the  General  Maximum 
Price  Regulation  in  the  sense  that  the  prices  of  each  retailer  are  frozen  to 
his  highest  March  pricos.  For  a variety  of  reasons--(l)  the  time-lag  between 
retail  and  processor  prices,  (2)  the  farm-price  provisions  of  the  Act,  and  (3) 
increases  in  wages  and  other  costs  subsequent  to  March — we  have  had  to  break 
those  March  ceilings  on  some  foods,  notably  canned  and  dried  fruits  and  vege- 
tables and  their  derivative  products,  and  fluid  milk  in  some  markets.  With 
every  resource  at  our  command,  including  a long  struggle  to  get  subsidy  funds, 
we  tried  to  hold  those  ceilings.  We  broke  them  only  when  every  other  avenue 
failed. 

As  a technique  for  price  control,  freezing  the  price  of  each  retailer  as 
of  some  base  period  is  no  more  satisfactory  than  were  the  individual  firm 
ceilings  at  the  processor  level.  Therefore,  as  rapidly  as  possible,  we  are 
going  to  move  toward  the  replacement  of  these  retail  March  prices  with  margin 
control  at  wholesale  and  retail  levels  of  distribution.  That  is,  each  type 
of  retailer  and  wholesaler  will  have  a margin  above  his  purchase  cost  of  a 
commodity  which  he  cannot  exceed  in  pricing  his  goods  to  the  consumer.  The 
margins  will  be  varied  by  type  of  distributor,  with  chain-stores  and  low-cost 
operators  held  to  lower  margins  than  are  other  types  of  retail  distributors.. 

This  type  of  control  will  have  obvious  advantages  over  the  present  control 
mechanism.  It  will  put  food  distributors  upon  a more  equitable  basis  with 
respect  to  each  other,  the  control  will  be  easier  for  the  OPA  to  enforce,  and 
there  will  be  a measure  of  flexibility  in  that  these  margins  can  move  up  or 
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dov.n  as  prices  at  the  processor  level  are  changed  seasonally  or  for  any  other 
reason.  I can't  tell  you  just  when,  or  for  what  specific  products,  these 
margin  controls  will  first  be  used,  but  we  will  go  in  that  direction  as  rapidly 
as  possible. 

•ith  a few  minor  exceptions,  no  ceilings  have  yet  been  placed  directly 
on  the  farm  product  as  it  leaves  the  producer's  hands.  From  the  standpoint  of 
administration,  price  ' control  at  the  farm  level  is  so  difficult  and  complex' 
that  the  OPA  was  loath  to  undertake  it  except  as  a last  resort.  tie  had  hoped 
tin  t food  processors  could  continue  to  bid  for  produce  under  their  ceilings 
so  that  the  farm  prices  would  bear  their  proper  relationship  to  the  processor's! 
ceilings. 


Processors  Bid  Up  Prices 


The  experience  with  livestock  prices,  and  to  a growing  extent  with  prices 
of  other  farm  products,  demonstrates  clearly  th' t when  supply  is  short  in  re- 
lation to  demand,  the  tendency  is  for  pro-cessors  to  bid  the  price  of  raw  mater-.; 
ial  up  to  the  point  where  a substantial  number  of  them  are  faced  with  ruination! 
unless  their  ceilings  are  lifted.  The  OPA  does  not  propose  cither  to  lift  its  j 
ceilings  or  to  ruin  any  substantial  so  -aant  of  a food-processing  industry  so 
long  as  any  recourse  is  available. 

There  are  only  two  alternatives;  subsidy,  or  ceilings  directly  on  the  fsrm| 
products  themselves,  "fhere  the  farm  price  is  up  to  the  level  specified  by  the  ] 
price-control  legislation,  and  with  the  concurrence  of  the  Secretary  of  Agri- 
culture .as  required  by  that  legislation,  the  OPA  will  not  hesitate  to  move 
toward  the  imposition  of  ceilings  directly  on  farm  prices,  if  the  alternative 
is  a coiling  break  at  some  subsequent  stage  of  the  marketing  system.  Price 
control  at  the  farm  level  is  so  inherently  difficult  to  administer  that  we 
cannot  rush  into  it  blindly  and  shall  always  use  it  only  as  a last  resort. 

Hy  own  fooling  is,  and  has  been  from  the ’first,  that  it  cannot  be  avoided 
as  part  of  an  over-all  price-stabilization  program. 


In  closing  I should  like  to  make  one  thing  clear  on  behalf  of  Leon  Hendcrsoif 
J.  K.  Galbraith,  and  all  of  us  in  the  OPA.  From  the  first,  the  OPA  and  people  1 
in  it  have  not  hesitated  to  say  publicly  what  measures  they  honestly  believed 
•would  h;  ve  to  be  taken  if  this  nation  were  to  avoid  inflation.*  For  saying 
bluntly  that  farm  prices  and  .wages  would  have  to  be  stabilized  if  living  costs  1 
were  to  be  hold,  the  OPA  has  on  occasion  been  wrongly  accused  of  being  anti- 
f’  r:n  and  anti- labor,  xmd  for  putting  price  control  on  the  food  industries 
■without  control  of  these  other  factors,  we  havo  sometimes  been  accused  of  being* 
not  only  anti-business,  but  crazy  as  well.  ] 

I wish  I could  make  it  clear  to  you,  and  that  you  in  turn  could  help  make  ] 
i~  cle-  r to  the  rank  and  file  of  farmers  with  whom  outlook  ’workers  come  into 
daily  contact,  that  the  OPA  is  not  ant i -any thing  except  anti- inflation.  In 
accordance  with  the  legislation  provided  by  the  Congress,  and  under  the  broad 
administrative  direction  of  the  Prcsid  it,  we  aim  to  administer  price  control 
without  bias  for  or  prejudice  against  ny  economic  group  in  this  country. 


FOOD  RATIONING  AND  AGRICULTURE 
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Address  “by  Harold  B.  Rowe,  Director,  Rood  Rationing  Division, 

Office  of  Brice  Administration,  at  20th  Annual  Agricultural 
Outlook  Conference,  Washington,  D.  C.,  Oct.  19,  1942 

When  I was  asked  to  talk  to  you  on  food  rationing,  my  first  instinct 
was  to  keg  to  he  excused.  It  is  not  too  early  to  say  that  food  rationing  is 
going  to  he  necessary  on  a rather  kroad  scale,  kut  it  is  too  early  to  fore- 
cast the  time  at  which  particular  commodities  will  he  rationed  or  how  their 
rationing  will  work.  Plans  and  policy  are  still  in  process  of  formulation. 
You  will  forgive  me  therefore  if  I submit  to  you  a few  general  thoughts 
rather  than  detailed  plans.  v 

Rationing  in  its  widest  sense  now  meahs  distribution  of  national 
resources  on -the  basis  of  wartime  needs,  instead  of  through  the  free  play  of 
the  price  mechanism.  In  the  case  of  munitions  the  Government  directs  the 
use  of  materials,  manpower' and  transportation  in  accordance  with  priority 
ratings  or  definite  allocations.  To  the  extent  that  we  approach  the  maximum 
war  effort  of  which  the  country  is  capable,  this  implies  the  maximum  possible 
restriction  of  civilian  consumption  — in  the  President's  words,  "stripping 
Our  civilian  economy  to  the  bone,"  Any  commodity  must  be  regarded  as  a 
candidate  for  rationing  if  the  limitation  of  its  use  will  release  needed 
resources  — that  is  to  say,  either  materials,  plant  facilities,  manpower, 
or  transportation  — for  the  war  effort.  Indeed,  one  may  say  that , in 
modern  war,  if  a particular  commodity  isn’t  short,  it  usually  ought  to  be. 

We  need  to  lay  particular  emphasis  on  the  positive  goad  of  releasing 
resources  for  essential  war  purposes.  Pull  employment  and  higher  earnings 
create  an  increased  demand  for  civilian  goods,  just  when  we  need  to  use  all 
our  resources  for  winning  the  war;  and  the  more  supplies  of  durable  goods  — 
such  as  cars  and  household  equipment  — fire  restricted,  the  more  purchasing 
power  tends  to  be  concentrated  on  other  consumer  goods,  particularly  food 
and  clothing.  So  long  as  prices  are  not  allowed  to  rise,  this  leads  to  a 
growing  excess  of  demand  over  the  supply  available.  Hence  the  need  for 
consumer  rationing,  both  to  cut  down  demand  and  to  spread  supplies  as  evenly 
as  possible. 

Until  recently  people  were  inclined  to  say  that  there  would  be  no 
shortage  of  food  in  this  country.  Por  years  we  have  been  faced  with  sur- 
pluses and  low  returns  to  the  farmers.  A year  ago  it  needed  imagination  and 
courage  to  plan  for  increased  food  production.  When  hogs  were  at  less  than 
8 cents  per  pound,  Secretary  Wickard  boldly  called  for  more  hogs  to  meet  the 
anticipated  needs  of  our  Allies.  Farriers  responded  and  hog  numbers  have  now 
reached  a record  height.  Yet  prices  have  doubled  and  we  are  faced  with  a 
shortage  rather  than  a surplus.  As  we  all  know,  the  main  reason  for  this 
increased  demand  is  that  increased  expenditures  by  the  Government  are 
generating  purchasing  power  faster  than  hog  production  can  be  increased. 
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Surplus  Demand 


The  unsatisfied,  demand,  for  meat  at  the  present  time  probably  repre- 
sents a deficiency  of  supply  of  at  least  25  percent.  In  the  depression 
years,  the  problem  of  surplus  supply  was  really  a problem  of  shortage  in 
demand.  So  now  the  problem  of  shortage  in  supply  is  really  one  of  surplus 
demand.  Unfortunately,  surplus  demand  is  an  elusive  concept  not  so  easy  to 
recognize  or  to  measure  statistically  as  surplus  supply. 

We  have  been  too  much  inclined  to  compare  statistics  of  food  supplies 
with  past  years,  and  to  point  to  increases  that  have  been  or  are  taking  place 
and  then  to  argue  that  there  can  be  no  real  shortage.  True,  supplies  in 
sight  may  be  as  high  as  before  the  war,  or  higher,  and  yet  be  totally  in- 
sufficient to  meet  swollen  war  time  demands.  Take  sugar  for  example.  When 
we  started  rationing  sugar  there  were  those  who  argued  that  this  was  un- 
necessary. They  thought,  wrongly  as  it  turned  out,  that  the  supply  would 
be  as  great  as  it  had  been  before  the  war.  But  they  forgot  t hat  the  demand, 
had  risen  and  would  go  on  rising. 

We  know  that  as  you  go  up  the  income  scale,  consumption  of  some  foods 
such  a.s  cereals  falls  off,  while  that  of  meat,  milk,  eggs,  and  fruit  rises. 
Increased  consumption  of  animal  protein  foods  and  fruit  represents  a higher 
standard  of  living.  Already  our  national  consumption  of  these  foods  is 
among  the  highest  in  the  world.  The  question  we  as  a nation  have  to  face 
now,  is  net  whether  we  can  raise  our  civilian  consumption  still  further, 
and  not  even  whether  we  can  maintain  our  present  level  of  consumption,  but 
rather  to  what  extent  we  can  economize  and  reduce  our  consumption  in  order 
to  supply  the  armed  forces,  and  our  Allies. 

It  may  be  said:  "Very'  well  then,  tell  us  "the  percentage  cut  to  make 
and  let  us  all  reduce  our  consumption  accordingly. 11  Obviously  that  won’t  do. 
Even  if  it  were  administratively  feasible,  it  would  not  be  fair.  For  the 
lowest  income  groups  cannot  consume  less,  without  falling  short  of  minimum 
nutritional  levels.  . If  they  care  to  contribute  their  maximum  to  war  output, 
many  workers  need  more  andbetter  food  than  they  were  able  to  get  when  they 
were  unemployed  or  partially  unemployed  in  peacetime.  The  major  cut  must 
fall  on  those  who  have  had  enough  and  more  than  enough  in  normal  times. 
Eestruction  of  total  food  consumption  is  thus  not  incompatible  with  actual 
improvement  in  the  average  nutrition  of  the  nation.  If,  for  example,  no  one 
takes  more  than  2-g-  pounds  of  meat  from  the  national  larder,  not  only  will 
total  consumption  be  cut  down,  but  people  who  formerly  had  less  food  will  be 
better  fed.  So  with  milk.  If  there  is  not  enough  to  go  round,  we  must 
somehow  arrange  to  give  priority  to  mothers,  children  and  adolescents  for 
whom  it  is  an  essential  food.  That  is  the  essence  of  wartime,  food  rationing. 

Adaptation  to  Uar 

Nov: ’a  word  as  to  the  bearing  of  this  situation  upon  agriculture. 

First,  I suggest  that  we  must  not  expect  too  much  from  increased  production: 
there  are  very  definite  limits  to  the  rate  at  which  the"  supply  of  milk, 
neat.,  fats,  and  other  foods  can  be  increased.  Me  shall  Indeed  do  well  if 
overall  production  of  food  can  be  maintained  at  its  present  level.  One  of 
the  chief  reasons  of  course  is  the  shortage  of  manpower.  Agriculture  has 
to  make  its  contribution  of  men  to  the  armed  forces,  to  shipbuilding  and  to 
munitions  production,  just  like  other  industries  catering  to  civilian  needs. 


Not  all  forms  of  agriculture  are  equally  essential.  Some  curtailment  in 
transportation. facilities  for  long  distance  haulage  of  luxury  fruits  and 
vegetables  may  even  he  necessary.  We  cannot  ask  for  absolute  priority 
for  all  and  any  foods.  We  must  be  prepared  to  steer  productive  effort  and 
use  of  marketing  facilities  into  the  most  useful  channels.  The  wartime 
pattern  of  food  production  needs  to  combine  maximum  stimulation  of  some 
products,  with  curtailment  and  possibly  even  prohibition,  of  others.  Only 
in  this  way  can  we  expect  to  make  the  most  effective  use  of  our  limited 
resources  of  manpower  and  materials. 

The  broad  point  of  view  which  we  in  the  work  of  rationing  would  like 
to  contribute  is  that  agriculture,  in  so  far  as  it  is  an  industry  producing 
for  civilian  use,  must  adapt  itself  to  the  same  conditions  as  govern  other 
civilian,  industries  in  wartime.  Food  industries  have  no  absolute  call  on 
our  national  resources  of  manpower  and  materials  for  the  purpose  of  maintain- 
ing maximum  production,  but  only  for  those  needed  in  producing  for  essential 

and  curtailed  civilian  needs,  in  addition  to  the  requirements  of  our 

armed  forces  and  lend-lease.  It  is  not  food  that  will  win  the  war,  but 
food  produced  in  a manner  to  cover  our  essential  needs,  with  a minimum  use 
of  resources  that  are  needed  in  other  parts  of  the  war  effort. 

Secondly,  farmers  have  a special  and  direct  responsibility  for  the 
success  of  rationing.  Not  only  must  we  ask  then  to  accept  voluntarily  the 
same  rations  of  food  as  the  rest  of  the  nation,  but  we  shall  need  their 
full  cooperation  in  not  selling  to  others  outside  the  authorized  ration 
amounts,  which  would  thereby  create  a black  market.  We  have  no  intention 
of  trying  to  police  every  farm.  To  enforce  strict  rationing  of  locally- 
produced  food  in  rural  areas  by  a system  of  licensing  and  penalties,  as  is 
done  in  Germany,  probably  would  be  impossible  in  this  country.  We  must 
largely  rely  on  the  patriotism  and  public  spirit  of  American  farmers  to  make 
rationing  a success.  That  is  why  we  shall  welcome  your  active  cooperation 
in  explaining  to  farmers  both  the  need  for  rationing,  when  it  comes,  and 
the  precise  way  in  which  we  shall  be  counting  on  them  for  their  help. 

Point  Rationing  System 

Lastly,  a word  or  two  as  to  specific  plans.  Because  of  the  interrela- 
tion of  the  shortages,  most  fool  products  will  be  subjected,  not  to  individual 
rationing,  but  to  so-called  group  or  point  rationing.  That  is  to  say,  we  may 
group  protein  foods  in  one  class,  canned  fruits  and  vegetables  in  another 
class,  and  so  on.  The  consumer  will  receive  a number  of  points  which  he  may 
apportion  at  his  discretion  among  the  foods  of  a given  class. 

The  advantage  of  the  point  plan  is  that  it  permits  maximum  maintenanc 
of  consumer  freedom  of  choice,  while  accomplishing  the  primary  objective  o 
an  equitable  apportionment  of  reduced  supplies.  Under  the  point  system, 
everybody  will  be  assured  of  his  minimum  nutritional  needs  and  of  enough 
variety  to  satisfy  individual  tastes.  The  point  system  also  permits  the 
rationing  authorities  to  shift  consumption  from  one  item  to  another,  in 
accordance  with  changes  in  supply,  by  varying  the  point-equivalents  between 
items  in  the  same  group.  Above  all,  the  point  system  permits  us  to  dispense 
with  a rigid  allocation  of  supply  to  meet  consumer  demands  in  all  areas.  We 
are  not  going  to  worry  too  much  if,  on  account  of  local  conditions,  a 
particular  item  may  not  be  available  at  all  stores;  another  item  of  the  same 
class  will  be  available,  and  it  will  be  no  great  hardship  to  the  consumer  if 
he  has  to  forego  his  first  choice. 
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To  ration  the  food  consumption  of  a nation  of  130,000,000  people  is  a 
tremendous  task.  Just  how  tremendous  it  is  can  be  seen  from  the  fact  that 
it  takes  the  Government  Printing  Office  two  and  a half  months  to  print  and 
distribute  to  rationing  boards  the  ration  books  required  for  two  items  or 
two  groups  of  commodities. 

No  matter  how  flexible  we  are  going  to  make  our  rationing  program,  no 
matter  how  much  thought  and  planning  we  put  into  it,  I am  sure  that  we  are 
not  going  to  bo  able  to  avoid  annoyances,  irritations  and  even  hardships. 
There  will  be  plenty  of  these,  both  for  the  agricultural  producers  and  above 
all  for  the  consumers.  That  can't  be  helped. 

We  arc  not  embarking  on  a rationing  program  either  of  our  own  free  will 
or  with  a light  heart.  We  are  embarking  on  it  under  the  compulsion  of  events 
We  are  embarking  on  the  program  because  there  is  no  other  way  to  win  a total 
war. 


BRAKES  OK  SPEEDING- 
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Address  By  Ruth  W.  Ayres,  Office  of  Price  Administration, 
at  the  20th  Annual  Agricultural  Outlook  Conference, 

Washington,  D.  C.,  October  20,  1942 

Brakes  on  American  spending! 

Why  are  we  planning  to  achieve  them? 

We  are  accustomed  to  think  of  spending  as  a process  for  achieving 
goods  and  services.  If,  however,  we  spend  our  war  income  as  we  earn  it, 
it  will  not  he  to  get  more  goods  and  services,  hut  merely  for  the  joy  of 
spending  and,  hy  so  d.oing,  raising  the  prices  of  those  essentials  which, 
hy  and  large,  are  all  that  there  will  he  to  buy. 

Let  us  look  first,  briefly,  at  the  basic  reasons  for  the  scarcity 
of  con  ■uner  goods,  then  at  specific  parts  of  the  problem,  and  further  at 
what  iw  being  done  part  insularly  by  OPA  to  help  put  the  brake  on;  lastly 
we  shall  look  at  the  rale  the  citizen  himself  can  play  in  making  these 
brakes  work. 

As  American  jasrr-and  boys  have  left  their  jobs  in  communities  for 
military  service,  sa^have  American  productive  capacity  and  energy  been 
turned  more  and  more  to  the  purposes  of  war.  More  than  half  of  last  year’s 
non-agri cultural  production  is  already  being  used  for  war  purposes. 

We  are  short  of  manpower,. 

We  are  short  of  many  materials. 

We  are  short  of  many  machines. 

We  are  short  of  transportation. 

How  does  this  and  how  will  this  affect  goods  on  which  consumer  income 
could  be  spent? 

A scarcity  of  material  will  affect  the  supply  of  consumer  goods,  par- 
ticularly those  made  from  metal,  rubber,  wool  and  a few  others.  A list  of 
articles,  the  production  of  which  has  been  curtailed  or  prohibited,  includes 
passenger  automobiles,  domestic  mechanical  refrigerators,  domestic  laundry 
equipment,  washing  and  ironing  machines,  domestic  vacuum  cleaners,  most 
domestic  cooking  appliances,  most  musical  instruments.  Production  of  radio 
receivers  and  phonograph  material,  household  furniture  material,  Venetian 
blinds,  lawn  mowers,  most  electrical  appliances  including  electrical  heating 
pads  and  domestic  sewing  machines,  has  been  stopped  completely.  Such  common 
articles  as  electric  toasters,  waffle  irons,  flat  irons,  food  mixers,  juice 
extractors,  hair  driers,  hair  clippers,  and  many  other  articles  of  common 
use  will  disappear  from  the  market.  Production  of  electric  fans  except  for 
shipboard  use  has  been  stopped.  Also'  f i shing  tackle  except  for  a restricted 
supply  of  hooks  and  flies  is  no  longer  being  produced.  The  manufacture  of 
golf  clubs  has  ceased.  Production  of  outboard  motors  for  private  use  has 
been  stopped..  The  manufacture  of  toys  and  games  containing  more  than  7 fo 
critical  metals  has  ceased.  Along  with  'the  prohibition  of  the  production  of 
vending,  gaming  and  amusement  machines  has  come  a prohibition  of  the  manu- 
facture of  weighing  machines  and  automatic  phonographs.  The  amount  of  metal 
that  may  be  used  in  baby  carriages  is  limited  to  iron,  gold,  steel,  and 
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silver  and  the  amount  of  iron  and  steel  has  "been  sharply  curtailed.  At 
present  'no  steel  may  "be  used  in  inner  spring  mattresses,  pads  or  metal 
"beds.  The  production  of  "bicycles  has  "been  cut  down  to  approximately  6 f>. 

The  production  of  church  goods  and  the  production  of  cutlery  has  "been 
sharply  restricted,  although  essential  and  domestic  cutlery  may  "be  produced. 
But  such  items  as  carving  sets,  "boys’  pocket  knives,  pen  knives  and  mani- 
cure sets  are  out  for  the  duration.  The  production  of  most  ranges  or 
stoves  for  domestic  purposes  has  ceased  except  for  a few  specified  light- 
weight models.  This  production  to  "be  ce.rried  on  "by  small  manufacturers 
located  in  areas  where  there  are  no  labor  shortages.  Manufacture  of 
plumbing  equipment,  domestic  coal  stokers,  hot  water  heaters  and  storage 
tanks  has  been  prohibited  and  a sharp  limitation  has  been  placed  on  the  iron 
and  steel  that  may  be  used  by  non-mechanical,  refrigerator  industry.  Copper 
and  steel  orders  drastically  affect  the  fountain  pen  and  mechanical  pencil 
industries.  No  more  high  carbon  steel  may  be  used  in  hair  pins  or  bobby 
pins.  The  amount  of  metal  in  incandescent  and  fluorescent  light  bulbs  has 
been  sharply  curtailed,  as  has  also  the  metal  in  costume  jewelry.  A long 
list  of  small  items  will  disappear  for  the  duration.  These  include  tie 
racks,  boot  and  shoe  trees,  most  fire-place  equipment,  towel  bars  and  racks, 
tooth  brush  holders,  soap  dishes,  candle  sticks  and  carpet  beaters.  There 
are  restrictions  on  the  use  of  critical  materials  in  the  manufacture  of 
portable  lamps  and  shades. 

The  lack  of  these  articles  in  the  ma.rket  will  put  further  pressure  on 
the  less  limited  but  curtailed  essentials. 

Transportation  and  man-power  shortages  will  cut  full  availability 
of  many  a.rticles;  for  example:  Not  only  must  fuel  oil  be  rationed  on  the 
East  Coast  because  of  the  shipping  situation,  but  as  the  September  Survey 
of  Current  Business  noints  out:  "The  inter-plav  of  a number  of  factors 
forebodes  a dangerously  narrow  margin  between  our  bituminous  coal  supply 
and  demand  during  the  next  12  months.  On  the  supply  side  there  is 
primarily  the  labor  problem.  It  has  been  estimated  ...  that  nearly  50,000 
employees  of  coal  mines  have  been  lost  to  the  armed  forces  and  to  other 
industries  this  year.  This  is  an  element  so  serious  that  in  itself  it  is 
considered  to  have  placed  a ceiling  on  future  production  at  somewhere  near 
the  current  level."  Coal  mining  requires  trained  men  and  "it  is  not 
feasible  to  recruit  new  employees  with  any  expectation  of  immediately 
favorable  re  suit  s . " 

Contrasted  with  limitation  on  production  "we  have  an  increasing 
demand  for  coal  and  that  will  not  level  off  until  the  rest  of  our  war  pro- 
duction is  reached  ....  Besides  the  normal  increase  in  coal  consumption 
resulting  from  greater  industrial  activity,  there  is  an  augmented  demand  for 
export  coal  . . . and  a new  demand  from  former  fuel  oil  consumers  who  have 
converted  to  coal." 

Scarcity  due  to  machine  limitations  is  typified  by  the  current 
cotton  textile  situation,  again  to  quote  from  the  September  Survey  of 
Current  Bueiness:  "In  spite  of  the  unprecedented  level  of  cotton  textile 
production,  there  is  no  question  of  a,  general  shortage  of  raw  cotton.  . . . 
The  general  abundance  of  raw  cotton,  however,  does  not  mean  that  civilians 
can  plan  on  an  abundance  of  cotton  textiles  throughout  the  war.  Insuffi- 
cient carding  equipment  together  with  the  growing  labor  shortage  constitute 
an  important  bottleneck  of  the  industry.  . . . Present  stocks  (of  cotton 


- 3 - 

textiles)  in  the  hands  of  wholesalers,  retailers,  and  consumers  acre  at 
comparatively  high  levels. 

’’The  1942  production  will  he  a record  high,  hut  because  of  military 
requirements  the  quantity  remaining  for  civilian  use  probably  will  be  less 
than  in  1941,  Military  demands  can  be  expected  to  increase  as  the  war 
effort  is  intensified.  Because  of  insufficient  carding  equipment  there 
is  little  likelihood  that  output  can  be  materially  increased  in  1943. 

This  spells  reduction  in  the  quantity  of  cotton  goods  which  will  be  avail- 
able to  the  consumer  in  1943. n 

Thus  the  lack  of  commodities  will  be  a brake  on  buying . This 
brake  on  buying  must  he  turned  into  a brake  on  spending  if  a wild  spiral 
of  inflation  is  not  to  overtake  us. 

Mr.  Gilbert’s  statements  yesterday  -gave  yon  the  problem  of  control 
over  prices  acid  pointed  out  that  in  all  likelihood  fiscal  policy  will  lag 
behind  the  situation,  and  that  consumer  income  will  be  more  than  adequate 
to  purchase  possible  available  consumer  goods  and  services. 

'Hationing  was  indicated  as  a further  control.  The  initiation  of 
rationing  is  not  simple.  The  development  of  a particular  rationing  policy 
in  its  administration  requires  the  consideration  of  many  factors  such  as 
these:  Can  the  commodity  be  evenly  distributed  to  all?  Should  the  com-  - 

modity  he  allocated  where  most  needed  or  most  useful  to  the  war  effort? 

What  principles  should  he  applied  in  the  case  of  household  equipment  of 
which  there  is  a considerable  shortage?  How  is  registration  to  be  carried 
out?  Where?  When?  How  is  fraud  to  be  prevented?  What  devices  will  help? 
How  may  decisions  he  made  locally?  How  can  some  degree  of  uniformity  in 
local  hoard  actions  be  secured  throughout  the  nation?  What  about  the  people? 
Will  they  understand?  These  -problems  and  many  more  are  being  carefully  met. 
Wide  public  cooperation  is  needed  to  make  them  effective. 

Mr.  Gilbert  spoke  yesterday  about  the  Will  necessary  to  make  price 
controls  work.  This  Will  needs  to  apply  to  all  of  the  controls  and  needs 
to  he  shared  not  only  by  government  departments  but  by  the  whole  American 
people.  For  it  is  the  sum  total  of  their  daily  transactions  that  will  in 
the  long  run  make  the  law,  or  break  it . 

Hot  only  a Will , hut  an  understanding  is  necessary  for  true  coopera- 
tion of  government  and  people  for  final  success.  Fiscal  policy  is  not  likely 
to  catch  up  with  earnings  and  a surplus  of  funds  over  commodities  at  the 
prices  fixed  will  occur  during  the  coming  months.  Only  the  Will  not  to  spend 
will  hold  the  force  of  this  surplus  beyond  taxes  in  check.  There  are,  of 
course,  some  other  items. 

The  curtailment  of  consumer  credit  is  one  of  these:  The  Journal  of 
Domestic  Commerce,  September  17,  states  that  its  n total  consumer  installment 
debt  was  reduced  by  more  than  $1.5  billion  during  the  first  6 months  of 
1942.  The  possible  liquidation  of  an  additional  $1.25  billion,  plus  the 
expected  decline  in  short-term  consumer  debt  other  than  installment  debt, 
such  as  retail  charge  accounts  and  single-payment  comnerciad-bank  loans 
account  for  the  balance  of  the  expected  total  reduction  of  $3.5  billion. 
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’’Such  liquidation  is  deflationary  in  character,  since  it  constitutes 
a net  drain  from  purchasing  power,  and  will  play  a significant  part  in  the 
Government’s  anti-inflationary  program.11 

Consumers  have  begun  to  apply  voluntary  curtailment  and  the*  results 
of  the  exercise  of  a,  truly  remarkable  self  control  begin  to  show.  This  is 
registered  by  the  report  of  early  summer  department  store  sales  which  in 
spite  of  the  increased  earnings  show  a decrease.  The  Federal  Reserve 
Bulletin  for  October  indicates  that  dollar  sales  in  June  and  July,  1942, 
were  3 percent  lower  than  in  the  corresponding  months  of  1941.  After 
allowance  for  price  increases,  however,  the  volume  of  goods  moving  through 
retail  ^stores  in  July,  1942,  was  estimated  to  be  17  percent  below  that  for 
July,  1941.  Comparison  of  sales  of  durable-goods  stores  in  July  with  a 
year  ago  became  still  more  unfavorable.  Housefurnishing-store  sales  have 
been  lower  than  a year  ago,  beginning  in  May,  1942.  In  July,  for  the  first 
tine,  the  building-materials  and  hardware  group  recorded  a year-to-year 
decline.  Of  the  components  in  the  durable-goods  stores  index,  only  jewelry 
stores  are  still  shewing  a favorable  comparison  with  1941.  Among  the  non- 
durable-goods stores,  all  major  groups  except  filling  stations  are  still 
recording  substantial  gains  over  1941.  After  allowing  for  price  increases 
over  the  12  months,  however,  only  the  eating  and  drinking,  food,  and  drug 
groups  show  increases  in  physical  volume  of  saJ.es. 

According  to  “Domestic  Commerce, n September  17: 

“Last  year  consumers  used  some  of  their  income  to  make  substantial 
purchases  of  durable  and  semi-dura.ble  goods  in  anticipation  of  future  needs, 
while  this  year  an  increasing  proportion  of  the  expanded  consumer  income 
has  gone  into  savings. “ 

A major  educational  job  still  needs  to  be  done.  Recent  surveys  in- 
dicate wide  areas , where,  as  yet  there  is  only  slight  knowledge  of  price 
control  and  rationing.  In  one  large  mid-western  city  where  a sample  study 
was  made  in  August,  less  than  15$  of  the  wide  sample  test  knew  what  a 
“ceiling  price"  was.  A knowledge  of  the  why  of  war  scarcity  and  of  how 
these  scarcities  will  vary  with  the  fortunes  of  war  must  be  made  available 
for  the  public.  They  must  accept  the  responsibility  of  “ I will  not  buy 
above  a ceiling  -price.11  But  if  this  responsibility  is  to  be  accepted,  further 
development  in  labeling  and  standards  is  needed  so  that  proper  price  quality 
judgments  can  be  made  by  the  consumer  shopper.  Further  the  need  for  house- 
hold and  community  adjustment  must  be  brought  to  the  people  of  America  in 
order  that  they  may  willingly  undertake  the  strenuous  task  of  curtailment 
which  they  are  about  to  face.  In  this  job  you  in  the  Department  of  Agricul- 
ture, and  we  in  the  Office  of  Price  Administration  must  share  in  order  that 
all  citizens,  urban  and  rural,  may  come  to  a like  awareness  of  their  share  in 
this  program  of  dra.stic  self  control. 
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United  States  Department  of  Agriculture 
Agricultural  Research  Admini strati 6n 

■ FARM  FAMILY  SPENDING  AND  SAYING  IN  WARTIME. 

Presented  at  Agricultural  Outlook  Conference,  October  20,  1942 
by  .'Helen  .R.  Jeter,  Acting  Chief 
Family  Economics  Division,  Bureau  of  Home  Economics 

Utilization  of  Income 

You  have- before -you ' the  mimeographed  statement  prepared  by  the  Bureau 
of  Agricultural  Economics  and  the  Bureau  of  Home  Economics  entitled  "How 
will  farmers  use  their  1942  income?"  That  document  gives  you  the  principal 
figures  concerning  the  1942  income  of  farm  families.  I have  been  asked  to 
discuss  with  you  the  probable  ways  in  which  family  income  will  be  used  this 
year. 

Estimates  of  aggregate  income  presented  here  were  supplied  by  the  Bu- 
reau of  Agricultural  Economics.  Estimates  concerning  the  use  of  that  income 
by  farm  families  are  based  on  two  studies  made  by  the  Bureau  of  Home  Eco- 
nomics, the,  first  for  1935-36  and  the  second  for  the  calendar  year  194l. 

From  these  studies,  it  should  be  possible  to  predict  with  a reasonable  degree 
of  accuracy  how- families  with  more  money  will  spend  their  increased  funds, 
unless. of  course,  their  usual  choices  must  be  modified  in  accordance  with 
shortages  of  certain  commodities  or  governmental  control  over  production, 
supplies  and  marketing.  The  possibility  of  such  brakes  on  spending  is  to 
be  discussed  this  morning  by  Miss  Ayres.  The  accuracy  of  the' estimates  of 
use  of  income  can, be  checked  to  a certain  extent  also  by  a further  study  of 
sp.ending  and  saying  during  the  first  quarter  of  1942  insofar  as  figures  for 
one  quarter  .are  typical,'  of,  farm  family  spending. 

Aggregate  income  and  it shgener.al. .utilization  . 

The  statement  which  has  been  distributed  shows  that  net  cash  income  re- 
ceived by  all  people  living  on  farms  (from  nonfarm  sources  as  well  as  from 
farming)  including  wages  to  farm  hands,  will  be  about  11.2  billion  dollars 
in  19^2.  This  income  will  be  apportioned  in  general  under  four .main  head- 
ings: - (l)  family  living,.  (2)  gifts  and  contributions,  (3)  taxes,  and  (4) 
surplus,  or.  deficit. 

Family  living  includes  all  those  goods  and  services  that  the  family 
itself  consumes  or  enjoys  during  the  current  year — food,  clothing,'  housing, 
household  operation,  education,  medical  care,  recreation,  etc.  Gifts  and 
contributions  go.  outside  the  family  group.  Taxes  are  required  by  a govern- 
mental unit  and  may.  not  be.  varied  according  to  the  choice  of  the  family. 
Surplus  oj*  deficit  includes  positive  items  of  the  family*  s provision  for  the 
future,  such  as  life  insurance  or  annuities,  payments  on  additional'  real 
estate,  additions  to  capital  in  the  form  of  equipment,  purchase  of  war  bonds, 
etc.,  and  negative  items  such  as  the  amount  that  the  family  has  to  go  into 
previous  savings  or  into  debt  to  provide  for  current  family  living. 
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Assuming  that  there  really  are  "patterns  of  consumption"  developed 
by  studies  of  previous  years  and  that  these  are  applicable  to  the  year 
19^2  or  that.. families  will  respond  to  increased  prosperity  in  usual  ways, 
it  is  predicted  that  farm  family  living  will  absorb  about  6.4  billion 
dollars  of  the  total  11*2  billions  available  in  1$42.  Of  the  remaining 
4.8  billion  dollars  it  is  fairly  certain,  according  to  Treasury  estimates, 
that  110;  million  will  go  for  income  taxes.  Gifts  and  contributions,  on 
the  basis  of  past  experience,  may  reach  3^5  million.  More  than  3 billions 
may  be  left  for  debt  retirement,  purchase  of  additional  real  estate,  addi- 
tions to  equipment,  life  insurance  and  annuities,  purchase  of  war  bonds  and 
other  savings. 


There  are  two  points  about  these  figures  of  6,4  billion  dollars  and 
4.8  bil'ii'on  dollars  that  I should  like  to  emphasize  before  going  on  to  dis- 
cuss expenditures.  One  point  you  will  find  indicated  in  Footnote  5 to 
Table  1,  the  other  relates  to  distribution  of  income. 

Advancing  standard  of  living  for  1942 

Footnote  5.  relating  to  the  figure  of  6.4  billion  dollars  for  family 
living  reads  as  follows:  "1942  estimate  assumes  maintenance  of  194l  level 
of  living  per  family  with  allowances  for  increased  expenditures  in  line 
with  increased  family  income,  shortages  of  some  goods,  for  decrease  in  farm 
population  and  for  changes  in  prices  of  consumption  goods."  This  means  in 
brief  that  or.  the  average  families  receiving  $1,000  this  year  will  spend  in 
about  the  same  way  as  families  receiving  $1,000  last  year.  The  estimate  of 
6.4  billion  dollars,  in  other  words,  provides  for  an  advance  of  all  families 
along  the  standard  of  living  scale  in  accordance  wuth  their  own  advance  in 
the  income  scale.  This  makes  the  figure  of  4,8  billion  dollars  even  more 
significant  as  a balance  since  that  figure-  was  not  arrived  at  by  assuming 
that  farm  families  could  not  improve  their  standard  of  living  but  by  assum- 
ing normal  improvement  in  standards  of  consumption  except  for  the  very  obvious 
difficulties  of  purchasing  some  items  and  except  for  changes  in  prices  of 
commodities.  That  the  balance  is  4.8  billion  dollars  in  spite  of  improve- 
ment in  family  living  standards  should  give  us  all  considerable  reassurance 
about  the  way  in  which  it  nay  be  used. 

Distribution  of  income  among  families 

While  the  responsibility  for  wise  utilization  of  an  apparently  large 
balance  is  undoubtedly  a heavy  one  it  must  be  remembered  also  that  income 
taxes  will  reduce  the  4.8  billion  dollars  to  some  extent.  Moreover,  it  is 
clear  that  not  all  families  will  be  faced  with  the  responsibility  for  wide 
latitude  of  choice. 


Nearly  half  of  the  farm  families  in  the  United  States  will  receive 
less  than  $1,000  in  net  cash  income  in  1942,  Moreover,  this  lower  half  will 
receive  only  one-seventh  of  the  11.2  billion  dollar  aggregate  net  cash  in- 
come. Expenditures  for  family  living  will  absorb  all  of  the  income  of  most 
of  these  families  and  they  will  be  more  likely  to  have  a deficit  than  a sur- 
plus to  invest. 
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On'  the'  other  hand,  the  upper  quarter  of  all  farm  families  will  receive 
$2,000  or  more.  These  families  will  receive  63  percent  of  the  net  cash  in- 
come of  11.2  ‘billion  dollars — hut  will  account  for  less  than  half  of  the 
total  expenditures  for  family  living.  This  group  will  have  at  its  disposal 
S3  percent  of  the  4,8  billions  available  for  gifts  and  contributions,  per- 
sonal .taxes,  debt  retirement,  and  other  savings. 

. The  average  net  cash  income  of  families  in  the  lowest  half-  of  the  in- 
come distribution  in  194l  wa.s  about  $3^0,  These  families  will  have  about 
$120  more  per  family  to  spend  for  all 'purposes  in  1942.  The  upper  quarter 
of  all  families  will  have  increased  income  amounting  to  about  $1,100  per 
family;  from  a 194l  average  of  $2, 800. to  about  $3,900. 

These  two  groups  are  the  "lower  half"  and  the  "upper  quarter"  among 
farm  families..  What  differences  are  to  be  found  in  the  composition  of  the 
two  groups?  In  the  lower  half,  81  percent  are  white  families,  in  the  upper 
quarter  99  percent  are  white. 

Owners  constitute  66  percent  of  the  lower  half,  jS  percent  of  the 
r~  upper  quarter.  Tenants  are  34  percent  of  the  first  group,  23  percent  of 
^ the  latter.  Sharecroppers  are  8 percent  in  the  lower  half,  none  in  the 
upper  quarter. 
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*£  From  one  type  of  farming  to  another  there  are  marked  differences  in 

the  distribution  of  net  money. incomes  among  farm -families.  Thus  among  fam- 
ilies in  the  lower  income  groups  42  percent  are  raising  cotton,  and  19  per- 
cent live  on  general  or  self-sufficing  farms,  while  only  1 percent  have 
land  devoted  to  range  livestock.  As  incomes  rise  this  pattern  changes  - 
• greatly.  In  the  upper  quarter  the  cotton-growing  families  drop  to  10  per- 
cent while  those  producing  corn  increase  to  21  percent.  In  the  upper  quar- 
ter there  is -also  a fairly  uniform  distribution  as  between  corn  growers, 
hairy  farmers,  and  fruit  and  special  crop  raisers  with  range  livestock  and 
wheat  not  far  behind.  Tobacco  producers  show  the  least  variation,  consti- 
tuting around  4 percent 'of  each  income  group. 

Average  family  income  and  its  utilization 

Translating  the  estimated  11.2  billion  dollar  farm  family  income  into 
terns  of  family  averages  as  shown  in  Table  2 gives  a better  idea  of  what 
•particular  families  may  be  able  to  do  with  their  incomes  in  1942.  The  3*2 
million  families  in  the  lower  half  of  all  farm  families  ranged  according 
to  income  distribution  will  have,  according  to  these  estimates,  an  average 
money  income  of  $510.-  These  families  will  spend  on.  the  ..average  $500  for 
family  living,  $25  for. gifts  and  contributions,  $5  for  taxes.  They  may 
spend  $40  for  war  bonds  but  their  net  financial  balance  for  the  year  will 
show  a deficit  of  -about  $20, 

In  the  income  group  from  $1,000  but  less  than  $2,000  are  about  1.7 
million  families.  These  will  average  about  $1,500  in  net  cash  income. 

They  will  spend  on  the  average  $1,010  for  family  living,  $60  for  gifts  and 
contributions,  $10  for  taxes,  $80  for  war  bonds  and  $420  for  other  savings. 
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The  income  group  receiving  $2,000  but  less  than  $3,000  includes  940 
thousand  families  with  an  average  income  of  $2,600,  These  families  will 
spend  on  the  average  $1,^40  for  family  living,  $90  for  gifts  and  contribu- 
tions, $20  for  taxes,  $130  for  war  bonds  and  will  have  $950  for  other  in- 
vestment. 

Receiving  $3,000  or  more  are  790  thousand  families  with  an  average 
income  of  $5,900.  These  families  need  only  $1,950  on  the  average  for  fam- 
ily living.  Their  gifts  and.  contributions  average  $150,  and  taxes  average 
$90.  They  are  expected  to  invest  at  least  $360  in  war  bonds  and  they  will 
have  over  $3,700  in  other  surplus  funds. 

Aggregate  expenditures  for  family  living 

You  also  have  before  you  in  Tables  3 and  4 the  distribution  of  the 
total  6,4  billion  dollars  among  11  principal  categories  of  farm  family  liv- 
ing. The  most  important  item  from  the  point  of  view  of  expenditure  is  food, 
which  constitutes  nearly  a third  of  the  aggregate  expenditure  for  farm  fam- 
ily living  and  will  cost  about  2 billion  dollars  in  1942, 

Next  in  importance  but  not  much  more  than  half  as  expensive  as  food 
is  clothing,  taking  17  percent  and  costing  1,1  billion  dollars. 

Third  in  importance  are  housing  and  household  operation,  about  l4 
percent  of  the  total  and  costing  $910  million, 

Fourth,  even  in  a period  of  gas  rationing,  tire  shortage,  and  dis- 
continued production  are  automobile  expense  and  other  transportation  ex- 
penses, amounting  to  11  percent  of  the  total  and  costing  700  million  dollars. 

Medical  care  stands  fifth  and  is  slightly  more  important,  financially, 
than  furniture  and  equipment,-  Recreation,  personal  care,  tobacco  and  read- 
ing descend  the  scale  from  3.3  percent  to  1,0  percent  of  the  total.  Formal 
education  is  1,2  percent  of  the  total  in  1942  and  will  cost  about  $75  mil- 
lion. 


Aggregate  expenditures  for  family  living  increased  12  percent  from 
1935-36  to  194l.  This  year  it  is  estimated  that  they  have  again  increased 
over  194l  by  l6  percent. 

Family  expenditures  increased  in  194l  over  1935-36  for  S of  the  11 
main  categories.  The  most  marked  increase  in  194l  was  for  furniture  and 
equipment  (69  percent)  which  apparently  indicated  anticipatory  buying  to 
meet  expected  shortages.  Decreases  were  shown  for  automobile  expense  and 
other  transportation,  formal  education,  and  reading. 

In  1942  the  largest  proportionate  increases  are  estimated  for  read- 
ing (44  percent  increase)  and  for  formal  education  (36  percent  increase), 
but  these  represent  only  1 percent  each  of  the  total  for  1942, 


It  is  estimated  that  housing,  household  operation,  personal  care, 
clothing,  medical  care,  and  food  each  have  increased  from  24  to  26  percent 
in  1942  over  194l.  Recreation  probably  has  increased  20  percent. 

Among  these  11  categories  it  is  believed  that  farm  families  will 
spend  less  in  1942  than  in  1941  only  for  automobile  expense  and  for  furni— - 
ture  and  equipment. 

Validity  of  these  estimates 

Since  these  estimates  for  1942  are  based  on  patterns  established  by  ' 
families  in  ~1935“3S  and  in  194l,  it  is  possible  that  families  may  actually 
have  modified  the  patterns  in  1942  by  deliberate  choice  either  from  fears 
of  shortages  or  from  patriotic  motives  to  prevent  inflation  and  help  fi- 
nance the  war  effort  or  from  individual  interests  in  the  direction  of  add- 
ing to  capital  or  buying  more  land. 

The  study  for  194l,  for  example,  showed  larger  buying  of  furniture 
and  equipment  than  was  to  be  expected  ("JO  percent  more  than  in  1935-36). 

For  1942  there  is  an  estimated  decrease  of  11  percent.  Data  collected 
for  the  first  quarter  of  1942  show  an  actual  decrease  which  on  an  annual 
basis  may  amount  to  as  much  as  15  percent. 

Automobile  expense  has  been  estimated  as  4 percent  less  in  1942  than 
in  1941.  But  the  actual  data  for  the  first  quarter  of  1942,  if  typical  of 
the  entire  year,  indicate  an  actual  decrease  of  as  much  as  23  percent. 

These  are  two  items  on  which  farm  families  may  save'  even  more  than 
has  been- expected,  the  first  from  choice,  the  seoond  from  necessity. 

The  only  other  categories  concerning  which  serious  questions  may  be 
raised  by  the  1942  data  are  food,  clothing,  and  medical  care. 


The  Family  Food  Situation 

Another  mimeographed  report  prepared  by  the  Bureau  of  Home  Economics 
and  available  to  you  at  the  end  of  this  meeting  deals  with  The  Family  Food 
Situation  in  1942.  This  report  along  with  sections  on  other  items  in  the 
family  budget,  will  be  incorporated  in  a report  on  Farm  Family  Living  in 
1942  which  will  be  issued  in  the  near  future. 

. The  report  on  the.  Family  Food  Situation  summarizes  the  outlook -with 
regard  to  food,  supplies  and  prices  and  analyzes  the  results  of  the  Bureau’s 
most  recent  studies  of  family  food  consumption  conducted  during  the  first 
quarter  of  1942. 

Recent  changes  in  farm  family  food  consumption 

Even  before  changes  in  food  habits  were  forced  upon  civilians  by  a 
war-changed  supply  situation,  families  had  been  responding  to  educational 
programs  in  nutrition  and  to  changes  In  purchasing  power. 
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Farm  families  spent  one-third  more  for  food  in  1941  than  they  did  in 
1935-36.  The  average  amount  which  went  to  pay  the  grocery  hill  in  19I+I  was 
$250  compared  with  an  average  of  $'JS7  in  1935-36.  This  increase  in  food  ex- 
penditures within  the  six-year  period  raises  many  interesting  auestions. 

Were  farm -families  spending  a higher  proportion  of  their  total  money  income 
for  food?  Were  they  purchasing  more  food  or  did  the  increase  in  food  prices 
account  for  the  difference?  Was  less  food  produced  for  home  use  on  their 
farms?  Was  the  food  more  adequate  nutritionally  in  1941-42  than  in  1935-36? 

Food1 s share  of  money  income  in  1935~36  and  1 9 4l 

In  1941  farm  families  spent  an  average  of  22  percent  of  their  money 
incomes  for  food  as  compared  with  20  percent  in  1935“36.  Average  money  in- 
comes were  46  percent  higher  in  194l  than  in  the  earlier  period,  hut  expend- 
itures for  food  were  only  3^  percent  higher.  With  more  money  to  spend  in 
1941,  farm  families  did  not  want  or  need  to  spend  a proportionate  increase 
of  their  income  for  food.  They  perhaps  preferred  to  pay  off  debts,  increase 
their  assets,  or  spend  their  money  on  other  categories  of  goods  or  services. 

Rise  in  food  prices,  1935-36  to  19^1 

Price  increases  did  not  seriously  affect  the  enlarged  food  expendi- 
tures of  families  in  194l.  A farm  family  that  spent  $187  for  food  (the 
average  for  all  families)  in  1936,  would  have  found  it  necessary  to  spend 
$206  ($137  plus  10  percent)  to  buy  that  same  quality  and  amount  of  food  in 
1341.  Yet  farm  families  actually  did  spend  an  average  of  $250  for  food  in 
1941.  It  seems  very  probable  then  that  they  were  able  to  buy  more  food  or 
food  of  better  quality  than  in  1935-36. 

194l  compared  with  the  first  quarter  of  1942 


Farm  families*  expenditures  for  food  usually  are  higher  in  winter 
than  in  the  other  seasons  of  the  year  because  their  supply  of  home-produced 
food  is  lower.  The  average  expense  for  food  for  the  first  quarter  of  1942 
was  about  6 percent  higher  than  one-fourth  of  the  average  for  194l.  Aver- 
age food  expenditures  in  the  first  quarter  of  1942  were  $66.  One  quarter's 
expenditure  at  the  194l  rate  would  have  been  $62.50.  More  than  one-fourth 
of  the  1941  total,  however,  probably  was  spent  in  the  winter  quarter  so  that 
the  percentage  increase  in  food  expenditures  for  1942  may  be  even  less  than 
6 percent.  If  you  will  look  again  at  the  estimates  for  1942  that  you  have 
you  will  find  that  a 22  percent  increase  was  allowed  for  food  in  1942. 

Prices  paid  by  farmers  for  food  were  approximately  l4  percent  higher 
in  March  1642  than  the  average  for  the  year  194l,  Farm  families,  therefore, 
purchased  less  food  or  food  of  lower  market  quality  in  the  first  quarter  of 
1342  than  they  did  for  about  the  same  amount  of  money  in  the  same  period  in 
194l.  While  some  further  increases  in  prices  have  occurred  since  May  1942 
it  is  probable  that  the  estimate  of  22  percent  more  food  expenditure  for 
1942  is  ample  to  cover  the  price  increase. 


Home-produced  food,  1935~36  and  194l 

Almost  all  farm  families  have  some  kind  of  food  which  they  raise 
at  home  and  use  on  their  own  tables.  Of  the  approximately  17,000  farm 
families  included  in  the.  consumption  sample  of  the  Consumer  Purchases 
Study  in  1935-36.  only  37 > or  0.2  percent,  did  not  have  any  home-produced 
food.  In  the  1941  study,  1.2  percent  reported  that  they  had  no  home-pro- 
duced food. 

Home-produced  food  provided  about  60  percent  of  the  money  value  of 
the  farm  family's  food  supply;  the  proportion  did  not  change  materially 
from  1935-36  to  1941. 

A slightly  smaller  number  of  farm  families  had  eggs  for  their  own 
use  in  194l  (92  percent)  than  in  1935-36  (95  percent).  The  average  quan- 
tity consumed  in  each  period  is  approximately  the  same — one  egg  per  day 
per  person.  ■; 

- Home-production  ,Qf  milk  increased  about  11  percent  in  194l.  Three 
percent  more  families  had  home-produced  milk  and  the  average  consumption 
was  three  cups  per  person  per  day.  . 

Many  more  families  had  fruit  from  their  own  farms  and  the  money 
value  of  the  fruit  grown  and  used  by  the  1941  families  was  almost  three 
times  that  of-  the  average  value  of  fruit  grown 'by  farm  families  in  1935-36 

A smaller  number  of  chickens  and  turkeys  arid  less  pork  and  other 
meat  from  the  home  farm  was  consumed  by  farm  families  in  194l  than  in 
1935-36.  Prices  received  by  farmers  in  194l  .fori  meat  and  poultry  were 
generally  higher  than  those  received  in  1935“36.  This  led  families  to 
sell  more  of  their  home-produced  meat  and  poultry  rather  than  consume  it 
themselves. 

Quantities  of  food  consumed,  1936  and  1942 

Preliminary  tabulations  from  the  Study  of  Family  Spending  and  Sav- 
ing indicate  that  farm  families  were  consuming  more  of  the  protective 
foods  in  the  spring  of  1942  than  they  did  in  1936.  These  foods  are  the 
ones  which  can  be  produced  on  most  farms — milk,  eggs,  vegetables,  and 
fruits..  Dry  beans,  peas,  and  nuts  were  also  consumed  in  larger  amounts 
during  the  spring  of  this  year.  Consumption  of  potatoes  stayed  aboat  the 
same,  and  there  was  a slight  decrease  in  the  use  of  meats,  poultry,  fish, 
and  fats.  The  use  of  grain  products  was  considerably  less  and  as  might 
.be  expected  because  of  the  inauguration  of  sugar  rationing  in  May,  there 
was  less  sugar,  sirup,  and  preserves  used  in  the  spring  of  1942  than  in 
1936.' 
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Uutritional  adequacy  of  diets,  .1936  and' 1942 

More  protective  foods  generally  lead  to  a more  nutritionally  ade- 
quate diet.  Calculations,  "based  o.f  prelimi nary  tabulat ions  indicate  that 
farm  families  were  obtaining  larger  quantities  of  all  of  the  essential 
nutrients  in  the  spring  of  1942  than  they  did  in  1936. 

It  is  imoortant , however  4 that  average  quantities,  of  the  nutrients 
in  the  food  consumed  exceed  "by  a fair  margin  these  average  allowances  to 
cover  cooking  losses,  unequal  distribution  among  families  and  among  chil- 
dren and  adults. 
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It  should  not  be  concluded  from  these  favora.ble  statements  that 
farm  families  should  spend  less  for  food  than  they  did  early  in  1942  un- 
less the  increases  in  expenditure  for  1942  were  for  more  tea  and  coffee 
and  more  exoensive  forms  of  food — fancy  packages,  ready-baked  goods,  etc. 
Expenditures  for  food  by  farm  families  usually  go  for  foods  they  do  not 
raise.  Therefore  emphasis  should  be  pla.ced  on  spending  food  money  as 
intelligently  as  possible — to  get  the  greatest  returns  in  nutritive  value. 

The  fact  that  nutritive  value  averages  are  now  higher  than  in  1936 
and  exceed  in  many  .respects  the  average  requirements,  should  not  be  greeted 
too  optimistically  and  does  not  yet  warrant  saving  for  the  future  to  reduce 
present  food  expenditures. 


Expenditures  for  Clothing 
How  important  is  clothing? 

Clothing  ranks  second  to  food  among  the  financial  outlays  for  farm 
family  living.  In  1935-36  clothing  purchases  absorbed  13  percent  and  in 
194l  nearly  12  percent  of  the  total  net  cash  income  of  all  farm  families 
in  the  United  States.  It  is  estimated  that  about  10  percent  of  the  total 
net  cash  income  available  to  farm  families  in  1942  will  be  spent  on 
clothing. 

In  ’general,  families  with  more  money  to  spend,  spend  more  money  on 
clothes.  But  clothing  expenditures  do  not  increase  as  rapidly  as  income. 
Thus,  from  one  income  group  to  another  the  amount  spent  for  clothes  in- 
creases but  the  proportion  of  income  devoted  to  clothing  decreases. 

jp»m  families  generally  spent  slightly  less  on  clothes  than  city  fam- 
ilies with  comparable  incomes.  This  may  be  because  they  have  attached 
relatively  more  importance  than  city  families  to  automobiles  and  savings. 
Moreover,  as  incomes  rise,  although  farm  families  spend  more  for  clothing, 
as  city  families  do,  the  relative  increase  in  such  expenditure  is  less 
than  for  city  families. 
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In  a period  of  rising  money  incomes,  therefore,  such  as  the  year  1941 
farm  families  were  spending  more  for  clothing,  an  average  of  $135  as  com- 
pared with  $103  in  1935-36  hut  the  proportionate  increase  (31  percent)  was 
less  than  the  proportionate  increase  in  their  money  incomes  (46  percent). 

Amounts  spent  for  clothing 

Annual  expenditures  for  clothing  hy  farm  families  range  from  prac- 
tically nothing  to  more  than  $300.  In  1935~36  more  than  one  quarter  of 
all  farm  families  spent  less  than  $50  a year  to  clothe  the  entire  family; 
in  - 19.4-1  more  than  one-fifth  spent  less  than  $50.  At  the  other  end  of  the 
scale-,  only  4 percent  in  1935“36  and  only  7.5  percent  in  1941  spent  as  much 
as  $300  or -more. 

What  factors  determine  the  amoUnt S spent  for  clothing? 

It  has  been  known  for  a long  time  that  many  factors  such  as  income, 
family  composition,  degree  of  urbanization,  geographical  region  and  indi- 
vidual or  social  habits,  tastes,  cultures  and  fashion  enter  into  the  de- 
termination of  how  much  a family  spends  for  clothing.  Some  of  these  fac- 
tors, such  as  family  composition  have  been  analyzed  from  the  1935-36  Study 
of  Consumer  Purchases  in  a special  report  on  Family  Expenditures  for 
Clothing  and  in  a more  recent  report  on  Family  Spending  and  Saving  as  Re- 
lated to  the  Age  of  the  Wife  and  the  Age  ana  Humber  of  Children. 

According  to  the  first  report,  farm  families  having  incomes  slightly 
above  the  median  spent  about  $100  for  clothing  in'1935“36.  Thirty  dollars 
was  spent  for  the  husband’s  clothing,  $32  for  the  wife’s  clothing,  and  $38 
for  the  clothing  of  the  remaining,  family  members.  ' 

Of  the  husband’ s "$30,  half  went  for  work'  clothing — outer  garments, 
hats  and  caps,  gloves,  shoes,  and  boots;  $12  was-  spent  for  street  clothes — 
suits,  shirts,  socks,  hats,  neckties,  overcoats,  and  shoes;  and  the  re- 
maining $3  for  underwear,  nightwear,  and  cleaning  and  repair  of  clothing 
and  shoes.  With. such' small  amounts  available  to  buy  new  clothing,  replace- 
ments were  of  necessity  infrequent;  a $20  suit  "could  be  purchased  but  once 
in  five  years,  a work  jacket  every  three  years, 'and  street  shoes  in  alter- 
nate years. 

The  wife  spent  $8 — one-fourth  of  her  total  clothing  outlay- — for 
dresses,  skirts,  and  blouses;  $6.50  for  shoes  and  overshoes;  $5  for  coats, 
jackets,  and  sweaters;  $3  for  hose;  $4  for  underwear  and  nightwear;  less 
than. $2  for  hats;  and  the  remainder  for  accessories,  clothing  upkeep,  and 
sewing  materials.  At  this  income  level,  the  wife’s  winter  coat  would 
have  to  last  five  or  six  years  and  her  lightweight  coat  and. sweater  about 
the  same  length  of  time. 

The  amount-  devoted  to  the  clothing  of  other  family  members  fluctu- 
ates around  the  average  of  $38,.  varying  from  almost  nothing  in  childless 
families  to  lare:e  amounts  in  families  with  several  children. 
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The  second  report  released  early  this  year  gives  a picture  of  the 
way  in  which  clothing  expenditures  vary  among  families  of  different  age, 
sex,  and  composition.  The_.farm.  familie s studied  lived  in  the  Middle 
Atlantic'  and  North  Central  region.  * ' 

Clothing  expenditures'  of  families  without  children' are  highest  when 
the  wife  is  under  30.  slightly  lower  in  each  succeeding  age  group  and  low- 
est for  families  in  which  the  wife  is  over  60. 

Clothing  outlays  of  families  with  children  were  higher  than  for  the 
group  without  children,  averaging  from  $71  to  $100  for  families  with  one 
child,  $g4  to  $124  for  families  with  two  children,  and  $124  for  families 
with  three  or  four  children.  For  families  with  a given  number  of  chil- 
dren, clothing  expenditures  tended  to  increase  as  the  children  grew  older. 
At  any  given  income  level,  amounts  spent  for  parents'  clothing  usually  de- 
creased as  the  number  and  age  of  their  children  increased. 

What  articles  will  the  1942  clothing  budget  buy? 

Farm  families  in  1942  have  moved  up  along  the. income  scale.  The 
family  described  above  that  spent  $100  for  clothing  in  1935-36  probably 
Had  an  income  in  1942  that  permitted  spending  $150. 

How  the  additional  $50  will  be  spent  in  1942  depends  upon  a combi- 
nation of  economic  circumstances  and  individual  choices.  If  clothing 
prices  advance  at  the  same  time  that  income  advances,  does  the  housewife 
spend  more  on  a particular  item  of  the  same  quality  or  does  she  spend 
the  same  amount  for  poorer  quality  and  have  something  left  to  buy  an  ad- 
ditional garment  that  she  would  not  otherwise  have  had? 

Clothing  prices  for  farm  families  had  increased  33  percent  from 
1935-36  to  1942.  In  terms  of  1935“36  clothing  prices,  therefore,  the 
family  described  as  spending  about  $100  for  clothing  in  1935-36  and  $150 
from  a larger  income  in  1942  might  have  about  $133  to  spend  on  clothing 
of  the  same  quality  and  an  additional  $17  to  spend  on  additional  garments. 
Or  the  family  might  elect  to  spend  about  $100  on  garments  at  the  same 
price  but  of  poorer  quality  and  to  spread  the  entire  $50  increase  over 
additional  garments  that  would  not  have  been  purchased  in  1935-36.  In 
either  case  which  are  the  most  probable  purchases? 

Analysis  of  the  1935-36  data  show  which  garments  have  an  elastic 
demand,  i.e.,  which  garments  are  likely  to  be  added  when  income  rises. 

The  chances  are  that  in  the  family  with  $17  or  with  $50  more  to  spend,  the 
•husband  will  buy  no  more  overalls,  underwear  or  socks,  that  the  wife  will 
buy  no  more  woolen  gloves,  handkerchiefs  or  cotton  stockings,  since  these 
are  the  purchases  that  remain  fairly  constant  in  quantity  at  all  income 
levels.  It  is  possible  that  the  extra  funds  for  clothing  may  go  into  one 
of  the  purchases  that  is  relatively  rare  for  the  farm  family.  - Among these 
unusual  items  greatly  affected  by  added  incomes  are  lounging  robes  and 
silk  or  rayon  nightgowns  for  women,  pajamas,  nightshirts,  and  summer  suits 
for  men.  Heavy  c$ats  with  "fur,  rayon  or  silk  gloves  and  stockings,  and 
wool  skirts  also  appear  as  incomes  rise. 
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About  3.2  million  families,  one-half  of  all  farm  families  in  the. 
United  States,  spend  no  more  than  this  family  on  clothing.  The  range 
of  choice  is  limited.  Purchases  already  show  jjrice  ranges  of  rayon  and 
part-wool  clothing.  It  is  possible  that  shortages  of  materials  and 
controlled  production  may  not  affect  these  families  adversely.  Even 
interruptions  to  usual  marketing  processes  may  be  less  disastrous  to 
the  farm  family  than  to  others  provided  the  mail-order  houses  continue 
in  business.  Rationing. of  clothing,  if  it  comes,  will  insure  that  the 
farm  family  gets  its  fair  share  of  the  national  total  of  clothing  supply. 

Validity  of  the  estimates  for  1942 

Estimates  of  clothing  expenditures  for  1942  which  you  have  before 
you  allow  for  a 24  percent  increase  in  19^+2  over  1941.  Actual  data  for 
the  first  quarter  of  1942,  projected  for  the  year,  however,  show  a de- 
crease of  20  percent.  V/hether  the  months  from  January  through  April  are 
typical  of  clothing  expense  is  open  to  question.  Perhaps  Christmas  buy- 
ing, supplementing  fall  purchases  of  winter  clothing,  made  purchases  be- 
fore April  1 almost  negligible.  The  chances  are  that  a 24  percent  in- 
crease for  the  year  will  barely  meet  increases  in  prices  of  clothing  and 
will  not  allow  the  family  to  be  better  dressed  than  in  1941.  Since  the 
average  farm  family's  annual  expenditure  for  clothing  is  so  small  it 
seems  probable  that  further  savings  should  not  be  advocated  here  to  meet 
the  needs  of  war  financing. 

Health  and  Medica.1  Care 

The  1942  estimates  before  you,  assign  to  medical  ca.re  8 percent  of 
the  farm  family's  total  expenditure  for  family  living — a 23  percent  in- 
crease over  1941.  This  is  an  item  that  well  may  absorb  some  of  the  in- 
creased ' income  of  farm  families.  Yet  the  actual  data  for  1942  indicate 
a slight  decrease  rather  than  an  increase  in  expenditure  for  medical  care. 

,The  problem  of  medical  care  may  be  viewed  either  in  light  of  the  new 
obstacles  resulting  from  the  drain  of  physicians  and  medical  resources  to 
the  armed  forces,  or  in  light  of  the  place  that  rural  health  should  play 
in  national  morale  during  the  war  period.  If  the  second  is  important 
enough  not  only  may  farm  family  income  be  devoted  to  remedial  medical  care 
but  public  tax  funds  may  be  devoted  to  improvements  in  facilities  leading 
to  public  health. 

City  families  in  large  numbers,  especially  in  the  middle- income 
groups,  have  made’  provision  for  hospital  service  by  prepayment  plans  such 
as  the  three -cents  a day. plan.  These  plans  which  are  for  hospitalization 
•only  have  not  reached  farm  families  of  similar  economic  level  to  any  great 
extent  although  it  seems  perfectly  feasible  to  organize  them  about-  any 
hospitals  that  are  willing  to  accept  patients  from  a fa„irly  wide  territory. 
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Two  hospital  and  medical  care  programs  of  the  Department  of  Agri- 
culture, however,  wage  a more  thoroughgoing  attack  on  the  problems  of 
certain  groups  of  rural  families. 

On  the  first  of  July  of  this  year,  over  100,000  Farm  Security 
Administration  families  were  participating  in  the  FSA  Medical  Care  Pro- 
gram, now  organised  in  9S6  counties  in  39  States.  This  means  that 
approximately  600,000  persons  in  low-income  rural  farm  families  had  pro- 
vision for  medical  care.  The  services  offered  in  the  program  vary  from 
county  to  county  hut  practically  all  of  the  plans  include  physicians' 
services,  obstetrical  care,  limited  hospitalization,  emergency  surgery 
and  ordinary  drugs.  The  need  for  dental  care  has  not  been  overlooked. 
Dental  care  is  provided  in  each  of  the  counties  in  which  a medical  care 
program  is  operating.  Moreover,  in  JO  counties  in  which  there  is  no 
medical  care  program  there  is  a dental  care  program. 

The  other  Experimental  Rural  Health  Program  differs  from  the  FSA 
Medical  Care  Program  on  several  major  points.  Membership  is  not  limited 
to  FSA  families  but  is  open  to  all  families  in  the  county.  Services  in- 
cluded are  more  complete  and  fees  are  higher.  Families  pay  a fixed  per- 
centage (usually  6 percent)  of  their  annual  net  cash  incomes  toward  mem- 
bership fees.  In  the  event  that  the  percentage  assessed  against  a fam- 
ily's net  income  does  not  yield  an  amount  equal  to  the  estimated  over-all 
cost  per  family  of  the  program,  the  difference  is  charged  against  Federal 
subsidy  funds  set  up  under  the  direction  of  the  Farm  Security  Administra- 
tion. 

While  these  plans  will  not  alone  provide  medical  care  if  there  is 
an  actual  shortage  of  physicians  and  nurses  they  probably  will  focus 
attention  on  the  health  needs  of  rural  areas  and  will  assist  the  War  Man- 
power Commission  to  apportion  such  services  as  there  are  throughout  the 
country. 

Health  centers  and  other  facilities  for  the  promotion  of  the  public 
health  are  of  course  a usual  charge  upon  local  tax  funds  with  assistance 
and  supervision  from  State  health  departments  and  the  U.  S.  Public  Health 
Service.  State  agricultural  representatives  can  assist  State  health  de- 
partments in  promotion  more  adequate  local  health  services.  On  June  30, 
1941  only  1,66S  of  our  3.000  counties  had  official  health  units  under 
full-time  medical  supervision. 

Rural  family  expenditures  for  medical  care  in  194l 

Expenditures  for  medical  care  per  farm  family  during  194l  averaged 
$60.  For  both  rural  farm  and  nonfarm  families  the  amount  expended  for 
medical  care  increased  rapidly  with  rise  in  family  net  money  income  in 
I94l.  For  farm  families  the  amount  expended  increased  from  $32  for  per- 
sons with  less  than  $500  net  money  income  to  $124  for  families  with  $3,000 
or  over . 
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During  the  war  period  when  other  expenditures  are  necessarily  cur- 
tailed because  goods  are  not  available,  there  is  no  need  to  curtail  fam- 
ily expense  for  medical  care..  The  estimate  of  23  percent  increase  for 
.1-942  provides  for  an  average  expense  at  least  $70  per  family,  about  8 
percent  of  the  total  for  family  living.  This  amount  appears  to  be  ample 
to  provide  medical  and  hospital  care  unde r.  a group  health  program.  Where 
that  is  not  available,  farm  families  should  be  encouraged  to  save  for  the 
future  sinee  the  need  for  large  expenditure  for  medical  care  is  one  that 
.is  highly  variable.  In  194l  only  518  of  the  J22  farm  families  interviewed 
reported  any  expense  for  a physician  or  surgeon,  _only  91  had  hospital  care; 
356  had  dental  care.  Only  25  reported  prex^ayment  for- medical  care  and  82 
had  paid  premiums  for  health  and  accident  insurance.  Thus  the  average 
family  expense  reported  above  as  $60  was  spread  over  722  farm  families, 
many  of  whom  had  no  large  expense  while  others  paid  far  in  excess  of  that 
amount . 
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Table  l.-Cash  income  of  farm  population,  United  States,  1.935~39  average, 
annual  19^-1  and  1942 


— 

Item 

1935-39 

' 1 

1941 

1942 

esti- 

mate 

Percentage 

increase 

average 

1942  1 

over 

1941 

1942 

over 

1935-39 

Billion 

Billion 

Billion 

Per- 

Per- 

dollars 

dollars 

dollars 

cent 

cent 

Total  cash  available  for  living  etc... 

5-5 

8.0 

11.2 

4l 

105 

Cash  income  from  farming 

3*^ 

5.2 

8.0 

52 

335 

Net  cash  income  to  farm  operators. 

2.9 

4.6 

7.2 

56 

147 

Gross  cash  returns  from  farm 

operations  1 J 

8.5 

11.8 

15.6 

32 

84 

Cash  production  expenses  2 / 

5.6 

7.2 

8.4 

17 

51- 

Cash  wages  received  by  laborers 

on  farms  3/ 

• 5 

.6 

.8 

28 

70 

Cash  income  from  nonfarm  sources  4/. 

2.1 

2.8 

3-2 

18 

55 

Cash  expenditures  for  family  living  5/ 

4.9 

5.5 

6.4 

16 

31 

Balance  available  for  personal  taxes, 

savings,  debt,  retirement,  etc 

.6 

2.5 

4.8 

92 

700 

1 / Includes  government  payments  (see  table  2). 

2 / See  table  3 for  individual  items. 

3 / Includes  farm  operators  and  farm  laborers  living  on  farms. 

4/  The  non- agricultural  income  of  persons  on  farms  includes:  (l)  Wages  of 
farm  operators  from  non- agricultural  employment;  (2)  wages  of  farm 
people  other  than  operators  from  non- agricultural  employment;  (3)  in- 
come other  than  from  labor  of  all  farm  people,  including  interest  on 
bonds  and  non-farm  mortgages,  dividends,  receipts  from  roomers  and 
boarders,  pensions,  rents  and  royalties  (non-farm),  profits  from  non- 
farm businesses,  etc. 

Estimates  for  the  first  two  of  these  items  are  based  on  census  data  for 
193^  to  1939.  and  on  an  unpublished  BAE  study.  In  years  for  which  no 
census  data  were  available,  BAE  data  on  farm  wage  rates  and  employment, 
and  3LS  data  on  non-agri cultural  employment  were  used  as  a basis  for 
the  estimates.  Dor  the  third  item,  estimates  are  based  on  another  un- 
published BAE  study  for  the  year  193^  and  on  the  trend  in  non-agricul- 
tural  net  interest,  rents  and  royalties,  as  estimated  by  the  Department 
of  Commerce  in  its  National  Income  studies.  All  of  these  estimates 
should  be  considered  only  as  rough  approximations. 

5 / Based  upon  BHE  estimate  of  expenditures  per  family  and  OPA  estimate  of 
number  of  families.  19*+2  estimate  assumes  maintenance  of  194l  level 
of  living  per  family  with  allowances  for  increased  expenditures  in 
line  with  increased  expenditures  in  line  with  increased  family  income, 
shortages  of  some  goods,  for  decrease  in  farm  population  and  for 
changes  in  prices  of  consumption  goods. 
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Table  2.-  Average  money  income  and  average  expenditures  for  family  living, 
gifts  and  taxes,  war  bonds  and  other  savings,  farm  families,  estimate 
for  1942  , ' :.;„~ 


Money  income 
class  (dollars) 

Number  of 
families 

Average 

money 

income 

All  fami- 
ly living 

Gifts 

and 

Taxes 

War 

bonds 

Other  in- 
vestments 
and  debt 
retirement 

Thousands 

Dollar's 

Dollars'  ' 

Dollars' 

Dollars 

Dollars 

All . . 

6,590 

1 ,700 

■ 970 

• - 30  • 

• • • 100 

550 

0 to  1,000. . . . . 

3,160 

■ • -510 

0 

0 

10 

3° 

4o 

1/ 

1,000  to  2,000... 

1,700 

1,500 

• 1,010 

70 

80 

340 

2,000  to  3,000... 

•940 

•2,600 

1,540 

110 

130 

820 

3 ,000  avd  over. . . . 

790  , 

5,900  , 

1,950 

240 

. 36O 

3,350 

1 / Deficit  of 460 


Table  3»-Cash  expenditures  of  farm  families  for  family  living  by  consumption 
group,  average  1935-39 » annual  194l  and  1942 


Consumption  group 

1935-36 

average 

1941 

1942 

Percentage  in- 
crease (+)  or 
decrease  (-) 

1935-39' 
to  1941 

194^to 

Million 

Million 

Million 

Per- 

Per- 

dollars 

dollars 

dollars 

cent 

cent 

All  f emily  living 

4,900 

5,500 

6,4oo 

+ 12.2 

+ 16.4 

Food 

1,450 

1,670 

2,030 

+ 15.2 

+ 21.6 

Clothing 

85O 

900 

1,120 

+ 5.9 

+ 24.4 

Housing  and  household  operation.... 

610 

720 

910 

+ 18.0 

+ 26.4 

Automobile  and  other  transportation 

740 

730 

700 

- 1.4 

- 4.1 

Medical  care 

375 

4oo 

490 

+ 6.7 

+ 22.5 

Furniture  and  equipment..... 

260 

44o 

390 

+ 69.2 

- 11.4 

Recreation 

175 

175 

210 

* 

+ 20.0 

Personal  care 

135 

135 

170 

* 

+ 25.9 

Tobacco 

110 

115 

125 

+ 4.5 

+ 8.7 

Reading.  

55 

45 

65 

- 18.2 

+ 44.4 

Formal  education.. 

80 

55 

75 

- 31.2 

+ 36.4 

Miscellaneous  expenses.. 

60 

115 

115 

+ 91.7 

+ 

* No  change 


Table  U.-Percentfi/'v  distribution  of  expenditures  for  family  living 
for  the  periods  197,5~?9»  194l » nnd  1942 


I tem 

1935-39 

1941 

1942 

All  family  living 

100.0 

100.0 

100.0 

li’nnd  

29.6 

30.3 

31.7 

Clothing 

17.4 

16.3 

17.5 

Housing  and  household  operation 

12.4 

13.1 

14.2 

Automobile  and  other  transportation. . . 

15-1 

13.3 

10.9 

Medioal  care 

7.7 

7.3 

7.6 

Furniture  and  equipment 

5.3 

8.0 

6.1 

He  1 ui  1 1 oil 

3.6 

3.2 

3.3 

Puj  jflt'l  care 

2.8 

2.5 

2.7 

2.2 

2.1 

2.0 

Reccing 

1.1 

.6 

1.0 

For..,  L education 

1.6 

1.0 

1.2 

Miscellaneous  expenses 

1.2 

2.1 

1.8 

Duf 
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and  it  can  be  financed  safely.  However,  it  is  unwise  to  use  to 

enlarge  farms  beyond  the  size  necessary  for  reasonable  effic. 0 . 

2.  Get  Debts  in  Shane. 

The  second  job  of  farm  families  is  to  get  their  debts  in  shape  by 
reducing  excessive  debts  to  a safe  basis.  There  is  no  conflict  between  the 
reduction  of  debts  and  the  V.'ar  Bond  program.  Income  paid  on  debts  does  not 
compete  with  the  war  effort  and  hence  does  not  contribute  to  inflation.  Then, 
too,  such  payments  are  available  for  use  by  creditors  or  credit  agencies  for 
the  purchase  of  ’Jar  Bonds  or  other  government  securities . 

Every  farm  family,  no  matter  how  heavy  their  debts,  wall  want  to  buy 
some  '7ar  Bonds  for  the  satisfaction  of  feeling  that  they  are  giving  some 
direct  financial  aid  to  their  country  in  tliis  great  emergency.  However,  in 
order  to  insure  their  continuing  operations  as  food  producers,  heavily  in- 
debted families  should  use  the  major  part  of  their  increased  incomes  to  re- 
duce their  debts  to  a conservative  level  so  they  can  withstand  bad  years 
which  may  come  later.  After  paying  up  delinquencies  and  extensions,  if  any, 
the  next  step  is  the  reduction  of  excessive  mortgage  debts  to  a safe  basis. 
Land  Ban!:  Commissioner  loans  and  other  emergency  second  mortgages  should  be 
paid  off  as  rapidly  as  possible.  Production  loans  should  also  be  reduced 
to  a conservative  level. 

It  is  equally  important  to  get  the  debts  of  farm  cooperatives'  in 
shape.  Efficient  cooperatives  are  of  vital  importance  in  enabling  farmers 
to  meet  the  demands  of  the  victory  food  program  xvith  wartime  shortages  and 
restrictions.  Cooperatives  perform  necessary  services  in  marketing  farm 
products  and  purchasing  essential  farm  supplies  that  can  be  done  most 
effectively  by  group  action.  The  financial  requirements  of  cooperatives 
have  also  increased  substantially  because  of  higher  prices  and  the  necessity 
of  maintaining  adequate  inventories  to  meet  transportation  emergencies.  In 
this  period  of  higher  farm  incomes  it  is  highly  important  to  strengthen  the 
financial  position  of  essential  farm  cooperatives  to  withstand  bad  years. 

This  can  be  done  by  reducing  debts,  by  increasing  their  net  worth  through 
increased  investment  by  members,  and  by  building  financial  reserves  through 
investment  in  7/ar  Bonds  or  oth^r  government  securities. 

3*  Invest  in  "Jar  Bonds  to  Help  the  Nation  and  to  Build  Financial  Reserves. 

The  third  job  of  farm  families  is  to  invest  in  ’Tar  Bonds  to  help 
the  nation  and  to  build  financial  r . serves.  Those  ’who  are  out  of  debt 
can  begin  at  once  by  investing  all  01  their  available  income  above 
necessary  business  and  living  expenses  in  YJar  Bonds.  The  experience  of 
the  last  war  period  indicates  that  such  farmers  wall  find  greater  security 
and  satisfaction  in  the  lonq  run  in  building  financial  reserves  to  protect 
their  farms  and  their  standard  of  living  than  in  enlarging  their  holdings 
beyond  the  size  necessary  for  efficient  operation.  The  possible  profit 
from  the  speculative  purchase  of  farm  land  in  periods  of  favorable  prices 
and  incomes  is  seldom  worth  the  worry  and  the  risk  of  losing  all  if  a 
severe  depression  should  follow.  In  addition,  speculation  in  farm  land 
is  harmful  to  agriculture  and  to  the  nation. 
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Jor  farm  families  with  moderate  debts  or  who  have  reduced  their 
financial  obligations  to  a safe  basis,  patriotism  and  self-interest  are 
served  by  investing  in  War  Bonds  to  the  limit  of  their  available  net 
incomes,  postponing  unnecessary  expenses  until  after  the  war  has  been  won. 

The  savings  invested  in  War  Bonds  provide  our  government  with  an. 
important  part  of  the  funds  required  to  meet  the  costs  of  this  world-’./ide 
total  war.  Enormous  expenditures  are  called  for  to  provide  men,  planes, 
ships,  guns,  munitions  and  food  for  our  armed  forces  and  our  allies.  Taxes 
cannot  be  increased  enough  to  meet  these  costs  in  full.  It  is  imperative 
that  farmers  as  well  as  other  citizens  should  eliminate  unnecessary  expendi- 
tures and  transfer  these  savings  to  their  government  through  investment  in 
War  Bonds ^ 

During  this  war  period  the  production  of  automobiles,  farm  tractors, 
combines  and  other  machinery  will  be  greatly  reduced  because  of  the  need  of 

L steel  and  other  critical  materials  for  war  purposes.  A part  of  the  money 
received  by  farmers  for  their  products  is  pay  for  the  wearing  out  of  all 
jp  types  of  farm  equipment.  It  is  not  income  but  is  a return  of  working  capital 
which  is  being  worn  out.  The  money  that  would  ordinarily  be  used  to  replace 
*-<  automobiles  and  fa.rm  equipment  should  be  invested  in  War  Bonds  as  a de- 
preciation reserve  which  will  be  available  for  replacement  after  the  war. 

Many  farm  families  will  now  have  money  available  for  the  purchase  of 
electric  refrigerators  or  water  systems,  or  other  home  equipment,  or  for  the 
improvement  of  farm  homes,  but  these  facilities  for  comfortable  living  a,re 
not  available.  By  investing  the  cost  of  the  desired  improvements  in  War 
Bonds  it  will  be  possible  to  insure  their  purchase  when  factories  have 
changed  back  from  the  production  of  war  goods  to  those  of  peace. 

After  debts  have  been  reduced  to  a safe  basis,  it  is  safer  and  better 
for  most  farmers  to  build  an  adequate  financial  reserve  through  investment 
in  War  Bonds  than  to  apply  all  available  income  on  debts.  If  all  income 
is  applied  on  debts,  it  will  probably  be  necessary  to  borrow  again  in  order 
to  replace  tractors  or  automobiles  or  other  farm  machinery  when  they  become 
available.  At  some  times  in  the  past  it  has  been  difficult  to  borrow, 
especially  when  money  was  needed  most,  and  these  conditions  may  recur.  A 
financial  reserve  in  War  Bonds  is  available  at  any  tine  for  any  purpose  — 
for  the  purchase  of  machinery,  for  the  improvement  of  homes,  for  education 
of  children,  for  unexpected  hospital  bills,  or  for  the  payment  of  taxes  and 
debts.  The  slight  loss  in  interest  between  the  rate  paid  on  debts  end  that 
received  on  War  Bonds  is  a small  price  to  pay  for  the  insurance  which  such  a 
financial  reserve  will  provide. 

Bonds  Are  the  Best  Eorm  of  Einancial  Reserve  Ever  Offered  to  United 
States  Earners. 

War  Bonds  are  the  promises  to  pay  of  the  strongest  government  in 
the  world.  They  are  not  transferable  but  the  investment  will  be  repaid 
to  the  owner  if  needed  a.t  any  time  after  sixty  days  from  issue.  If  left 
for  one  year  or  more,  interest  will  be  received  in  addition  and  if  left  to 
maturity,  in  ten  years,  the  investor  gets  back  $4.00  for  every  $3.00  put  in. 
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Patriotism  and  self-interest  combine  to  make  an  investment  in  War 
Bonds  the  best  possible  form  of  financial  reserve  for  farm  people. 

Unnecessary  expenditure  in  wartime  is  unpatriotic  and  wasteful.  By  Post- 
poning' the  spending  of  the  increased  farm  incomes  of  the  war  period  until 
after  the  war  has  been  won,  farm  families  will  help  their  country  and 
themselves.  At  that  time  the  gradual  expenditure  of  .these  financial  reserves 
■..ill  nelp  to  stabilize  business  conditions  arid  employment  in  the  period  of 
readjustment  from  war  to  peace.  It  will  also  provide  productive  employment 
for  the  returning  men  of  our  armed  forces  after  victory  has  been  won.  By  . 
using  the  peak  incomes  of  prosperous  years  to  fill  the  valleys  of  depression 
years,  farmers  can  protect  their  farms  and  their  standard  of  living  in  un- 
favorable periods  that  may  follow. 

The  financial  welfare  of  farm  people  in  the  next  two  decades  depends 
to  a great  extent  on  the  vise  utilization  of  the  higher .farm  incomes  of  the 
present  war  period.  For  the  first  time  since  the  last  World  War,  the  in- 
comes of  farmers  generally  will  provide  a margin  for  reserves  above  necessary 
expenses.  The  overexpansion  and  speculation  in  agriculture  between  1914  and 
1920  resulted  in  suffering  and  loss  in  later  years  to  thousands  of  farmers 
who  expanded  their  business  on  credit  at  the  inflated  values  of  that  period. 
The  only  effective  way  of  avoiding  the  disastrous  results  of  inflation  and 
'deflation  is  through  using  the  increased  incomes  of  this  period  to  get  debts 
in  share  and  to  build  financial  reserves  in  War  Bonds. 


HiiT  IS  'YROUG  WITH  "PARITY"? 
A northeastern  View' 
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address  by  Professor  W.  I.  Myers,  Cornell  University, 
at  the  20th  Annual  Agricultural  Outlook  Conference, 
Washington,  D.  C.,  October  20,  1942 


''Parity"  came  into  use  as  a general  guide  for  programs  designed  to 
restore  the  purchasing  power  of  agricultural  commodities  from  depression 
levels.  In  recent  months  it  has  been  proposed  as  the  basis  for  the  estab- 
lishment of  rigid  price  controls  of  farm  products.  As  a result,  the 
"parity"  problem  is  now  interwoven  with  the  whole  question  of  the  mainte- 
nance of  adequate  food  supplies  in  wartime.  In  the  following  discussion, 
consideration  has  been  given  to  the  public  complacency  about  the  food  situ- 
ation and  to  the  prevalent  public  misunderstanding  of  "parity"  as  well  as 
to  questions  that  fall  specifically  within  the  scope  of  the  subject  assigned. 


Because  of  the  great  depression,  five  consecutive  crop  years  unparalleled 
in  our  history,-  and  the  large  stocks  of  wheat  accumulated  under  government 
loan,  the  public  has  come  to  believe  that  nothing  can  happen  to  our  food 
supply.  This  feeling  has  been  emphasized  by  another  record-breaking  crop 
in  1942.  According  to  the  October  estimates  the  aggregate  crop  yields  per 
acre  this  year  will  be  thd  highest  in  history  and  about  36  per  cent  above 
the  1923-32  average.  These  recent  phenomenal  yields  are  thought  to  be  en- 
tirely the  result  of  better  methods  of  prpduction  and  of  the  conservation 
programs.  As  a matter  of  fact,  they  are  Sue  partly  to  improved  practices 
and  partly  to  very  favorable  weather.  Unfortunately,  no  way  has  yet  been 
found,  to  insure  good  weather. 

There  is  real  danger  in  this  prevailing  public  complacency  about  the 
food  situation;  the  tendency  to  take  an  abundant  food  supply  for  granted. 

The  present  situation  calls  for  the  maximum  production  of  all  essential 
foods.  There  is  a critical  need  for  all  we  can  possibly ' produce  as  long 
as  the  war  lasts,  and  for  at  least  a year  or  two  afterwards.  The  needs  of 
our  allies  are  increasing  steadily,  and  even  with  record-breaking  production 
in  1942  we  will  not  have  enough  of  some  important  foods  to  meet  civilian 
demands. 


In  spite  of  th^  enormous  increase  in  mechanical  equipment  for  modern 
war,  an  army  still  inarches  on  ius  stomach.  Food  is  of  equal  importance  with 
planes,  ships,,  tanks  and  guns.  The  maintonan’ce  of  full  production  of  food 
is  becoming  increasingly  difficult.  Ac  are  certain  to  have  increasingly 
serious  shortages  of  machinery,  fertilizers,  spray  materials,  end,  above  all, 
of  skilled  farm  labor.  To  meet  our  food  demands  will  require  the  maximum 
efforts  of  farm  people,  the  maintenance  of  an  adequate  supply  of  skilled 
farm  labor,  and  in  addition  favorable  weather. 


When  prices  fell  in  1929-33,  the  prices  of  farm  products  declined  more 
violently  than  farm  costs.  This  maladjustment  continued  through  the  thirties 
and  as  a result,  the  farm  depression  was  longer  and  more  severe  than  the  city 
depression.  During  the  last  half  of  1941,  for  the  first  time  since  1930, 

New  York  farm  products  as  a group  reached  approximate  "parity”.  The  present 
level  of  farm  prices  is  also  in  a reasonably  favorable  relation  to  farm  debts. 


One  important  difference  should  be  noted  between  the  present  situation 
and  that  in  World  Tar  I.  World  .iar  I began  during  a period  of  moderate 
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prosperity  when  prices  of  farm  products  were  in  reasonably  favorable  adjust- 
ment with  farm  costs,  farm  debts,  and  retail  prices.  The  present  war  began 
at  the  end  of  a long  and  severe  depression  with  prices  of  farm  products  at 
very  low  levels  and  at  a serious  disadvantage  as  compared  with  the  cost  of 
articles  farmers  buy,  farm  debts,  retail  prices,  industrial  wages,  and  the 
cost  of  living. 

Now  that  reasonable  equality  in  prices  has  been  reached,  any  further 
great  rise  would  bring  only  very  temporary  advantages,  and  would  probably 
bring  long-time  serious  disadvantages  to  farm  people.  while  farm  prices 
rise  and  fall  more  rapidly  than  the  costs  of  articles  farmers  buy,  there 
is  a more  prompt  adjustment  between  them  during  periods  of  rising  prices, 
such  as  1914-20.  While  debts  arc  easier  to  pay  during  periods  of  rising 
prices,  there  is  a great  temptation  to  go  into  debt  in  the  hope  of  making 
more  money. 


In  recent  months,  during  consideration  of  the  price  control  problem, 
farmers  have  been  the  victims  of  much  undeserved  criticism.  These  criti- 
cisms are  based  in  part  on  the  marked  increase  in  farm  prices  since  August 
1939  which  is  assumed  to  be  the  cause  of  inflation.  Urban  dwellers  do  not 
understand  that  up  to  date  this  rise  in  farm  prices  has  been  primarily  a 
recovery  from  depression  levels  that  caused  financial  disaster  and  severe 
suffering  among  farm  people.  However,  the  most  important  cause  of  public 
criticism  was  the  attempt  of  farm  organizations  to  place  price  ceilings 
above  "parity".  Unfortunately,  the  public  doesn't  understand  that  "parity" 
is  only  a legal  formula:  that  it  is  not,  as  its  name  implies,  a guarantee 
of  economic  equality  with  other  groups.  "Parity"  is  a measure  of  the  pur- 
chasing power  of  farm  products  in  terms  of  articles  farmers  buy  for  business 
and  living,  including  interest  and  taxes.  The  price  of  a product  is  at 
"parity"  ’when  a given  quantity  of  it  will  buy  as  much  of  the  articles  farmers 
buy  as  during  the  base  period,  1909-14. 

Farm  labor  is  the  most  serious  of  all  farm  problems.  Furthermore,  it 
is  certain  to  get  worse  as  long  as  the  war  lasts.  The  difficulty  is  due 
in  part  to  selective  service,  in  part  to  volunteering,  but  above  everything 
else  to  competition  with  war  industries  and  war  projects.  Northeastern 
farmers  are  near  markets  but  they  have  the  disadvantage  of  extremely  severe 
competition  with  all  types  of  war  plants  offering  high  wages. 

For  example,  the  weekly  earnings  of  New  York  factory  workers  are  the 
highest  in  history,  while  the  cost  of  living  is  considerably  below  the  level 
of  the  twenties,  a period  of  high  city  prosperity.  For  the  year  1941  the 
buying  power  of  the  weekly  earnings  of  New  York  factory  workers  was  79  per 
cent  above  1910-14.  In  August  1942  it  was  97  per  cent  above  1910-14  and  50 
per  cent  above  1926. 

n.t  the  same  time  the  buying  power  of  New  York  farm  products  is  just 
getting  back  to  the  1910-14  level.  The  buying  power  of  New  York  farm  incomes 
has  probably  increased  in  approximate  proportion  to  the  increased  efficiency 
of  farm  production,  but  no  comparable  figures  are  available  for  all  farms 
of  the  state.  According  to  unpublished  estimates  of  the  Bureau  of  Agricul- 
tural Economics,  the  buying  power  of  the  net  incomes  of  typical  New  York 
dairy  farms  was  52  per  cent  above  1910-14  in  1941  and  will  probably  be  about 
81  per  cent  above  the  same  base  in  1942.  These  farms  represent  the  better 
dairy  areas  of  the  State.  The  substantial  increase  in  1942  over  1941  is  due 
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partly  to  higher  prices  and  partly  to  record-breaking  crops  that  are  not 
likely  to  be  repeated  soon. • 

Over  a period  of  several  decades  the  buying  power  of  city  workers  and 
of  farmers  increases  slowly  as  the  output  per  worker  increases.  However, 
the  short-term  fluctuations  of  the,  two  groups  differ  xvidely.  In  periods  of 
falling  and  low  prices,  the  buying  power  of  employed  factory  workers  increases 
rapidly,  while  farmers  have  no  increase  or  an  actual  decrease.  In  periods 
of  rising  prices,  the  buying  power  of  employed  workers  increases  slowly  oh 
may  decline,  while  that  of  farmers  increases.  A disproportionate  share  of 
the  national  production  went  to  urban  people  during  the  decade  of  the  thirties. 

During  the  depression  of  1929-33,  New  York  farm  wages  declined  more  than 
the  earnings  of  employed  New  York  factory  workers  because  farm  prices  were 
low  and  there  were  no  alternative  jobs  available.  Since  1939,  farm  wages 
have  increased  75  per  cent  because  of  abundant  opportunities  for  industrial 
employment  at  high  wages.  Although  the  cost  of  farm  labor  has  increased, 
even  this  doesn’t  measure  the  full  disadvantage  to  farmers  due  to  the  deter- 
ioration of  the  labor  force  through  the  loss  of  young,  skilled  men  and  their 
replacement  by  lpss  competent  workers.  In  spite  of  the  fact  that  farm  wages 
have  risen  more  rapidly  than  farm  prices  and  are  at  a higher  level,  hired 
men  and  family  workers  have  continued  to  leave  farms. 

The  efficient  Northeastern  food  producing  farm  is  usually  a two  to  three- 
man  business.  'Nearly  two-thirds  of  the  milk  for  our  cities  is  produced  on 
farms  employing  two  or  more  men,  including  the  operator.  On  July  1,  1942 
the  supply  of  farm  labor  was  49  per  cent  of  normal,  a decline  from  90  per 
cent  in  two  years. 

The  provision  of  temporary  workers  to  harvest  fruit  aid  vegetables  will 
become  increasingly  difficult,  but  this  is  not  an  insoluble  problem.  The 
use  of  high  school  boys  and  girls,  of  transient  labor  camps  and  of  women  and 
men  from  nearby  towns  and  villages  will  help  out  greatly  if  adequate  plans 
are  made  in  advance  for  such  emergencies.  In  general  such  work  requires  rel- 
atively little  skill  and  involves  short  peak  periods. 

However,  such  labor  cannot  harvest  crops  that  are  not  produced.  The 
•critical  farm  labor  problem  is  the  supply  of  skilled  operators,  hired  men 
and  farmers’  sons  employed  for  a large  part  or  all  of  the  year.  If  an  exper- 
ienced farmer  or  farmer's  son  or  hired  man  leaves  a farm  and  cannot  be  re- 
placed, production  will  decline.  No  temporary  palliative  will  help. 

The  most  serious  weakness  of  "parity"  as  an  indicator  of  the  relation 
of  farm  prices  to  farm  costs  is  that  farm  labor  is  not  included  in  the  index 
of  costs  of  articles  farmers  buy.  For  August  1942  these  indexes  in  terms 
of  the  1910-14  base  wore  as  follows: 


New  York  farm  prices  of  farm  products 
Articles  farmers  buy  (United  States) 
Now  York  farm  vrages 


149 

152 

215 


Dr.  L.  C.  Cunningham  of  our  Department  of  Agricultural  Economics  has  prepared 
an  index  of  costs  in  New  York  dairy  farming  which  includes  the  wages  of  all 
hired  and  unpaid  labor  other  than  the  operator,  in  addition  to  all  other  busi- 
ness costs  of  dairy  farm  operation.  For  the  same  month,  this  index  of  costs 
in  New  York  dairy  farming  was  161  or  about  6 per  cent  higher  than  the  United 
States  index  of  costs  of  articles  farmers  buy. 
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According  to  the  present  legal  formula.  New  York  farm  prices  in  August 
were  slightly  below  "parity".  However,  they  were  only  93  per  cent  of  costs 
in  New  York  dairy  farming  and  only  69  per  cent  of  New  York  farm  wages.  Prices 
of  farm  products  limit  the  wages  of  family  labor  and  the  ability  to  retain 
other  labor,  just  as  wage  rates  determine  the  pay  of  factory  workers.  While 
present  New  York  firm  prices,  farm  wages,  and  farm  incomes  represent  a great 
imorovement  from  depression  levels,  they  are  still  unfavorable  in  comparison 
with  the  earnings  of  workers  in  competing  industries. 

Hired  men  and  sons  of  farmers  did  not  leave  farms  during  the  depression 
oven  though  farm  wages  and  prices  were  very  low.  At  that  time  industrial 
unemployment  was  so  serious  that  large  numbers  of  workers  were  on  relief. 

At  the  present  time  competition  for  men  is  extremely  keen,  with  many  alter- 
native opportunities  for  employment  at  high  -wages  in  war  factories  and  on 
war  projects.  The  relative  financial  opportunity  between  farming  and  other 
employment  is  the  decisive  factor  for  most  hired  workers,  for  much  family 
labor,  and  for  some  marginal  farmers.  The  most  critical  areas  are  those 
immediately  adjacent  to  war  industries.  However,  these  plants  are  gradually 
drawing  men  from  greater  distances  as  high  wages  and  a keen  demand  for  men 
continue. 

In  my  judgment,  farmers  are  willing  to  give  up  the  normal  expectation 
of  higher  incomes  during  a period  of  rising  prices,  in  the  interests  of 
national  welfare.  However,  the  crucio.1  problem  remains,  iYhat  prices  are 
necessary  to  enable  farmers  to  retain  enough  labor  to  get  the  requisite  food 
produced?  In  establishing  ceiling  prices  for  farm  products,  primary  consider- 
ation should  be  given  to  present  alternative  opportunities  rather  than  to 
historical  relationships. 

During  the  depression,  "parity"  was  the  goal  to  which  farmers  hoped  prices 
might  rise.  Now  "parity"  is  the  limit  beyond  which  consumers  hope  that  prices 
will  not  be  allowed  to  rise.  Formerly,  "parity"  was  considered  as  a floor  for 
farm,  prices;  now  under  price  control  wc  are  attempting  to  use  it  as  s ceiling. 

Income  is  the  bc-st  measure  of  economic  welfare  of  farmers  as  well  as  of 
other  groups.  ‘Thile  farm  prices  are  a reasonably  good  measure  of  farm  income, 
they  have  obvious  limitations.  As  the  base  period  becomes  more  remote,  these 
limitations  become  progressively  more  serious  because  of  changes  in  the  organi- 
zation and  efficiency  of  farms. 

From  the  standpoint  of  their  use  in  the  establishment  of  price  ceilings 
of  farm  products  there  ere  . t least  four  weaknesses  of  "parity"  prices  as 
computed  by  the  present  legal  formula. 

(1)  Farm  labor  is  not  included  in  the  index  of  costs  of  articles  farmers 

buy. 

(2)  The  relative  prices  of  some  farm  products  have  changed  greatly  since 
the  1909-14  base  period  because  of  changes  in  their  demand  and  supply  situation 
For  example,  hay  and  oats  have  declined,  while  beef  and  some  other  products 
have  risen. 

(3)  The  present  index  of  costs  of  articles  fanners  buy  is  based  on 
national  averages  and  docs  not  reflect  the  groat  differences  in  expenditures 
for  feed,  fertilizer  and  labor  between  different  regions  and  states.  Hence, 
this  index  is  not  accurate  for  any  single  state  or  region. 
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(4)  "Parity”  prices  give  no  recognition  of  the  price  problems  of 
unusually  large  or  small  crops. 

If  ceiling  prices  of  critical  food  products  are  to  be  based  on  "parity" 
prices,  it  is  imperative  that  the  cost  of  farm  labor  be  considered  as  well 
as  other  costs.  To  fail  to  do  so  would  invite  disaster.  Even  this  may  not 
be  enough.  It  is  extremely  unfortunate  that  this  change  was  not  made  when 
the  original  price  control  act  was  passed  by  Congress.  While  the  limit  of 
110  per  cent  of  "parity"  gave  approximately  the  same  answer,  it  resulted  in 
violent  and  acrimonious  criticism  from  the  city  press  because  of  the  erroneous 
belief  that  farmers  ’were  using  a grave  national  emergency  to  promote  their 
selfish  advantage. 

It  would  also  be  desirable  to  use  the  relative  prices  for  a recent  period 
in  determining  the  ceiling  prices  for  individual  products.  The  provisions 
for  alternative  base  periods  and  "comparable  prices"  were,  in  part,  awkward 
attempts  to  make  the  necessary  allowances  for  changes  in  relative  prices  of 
products  since  1909-14. 

However,  the  most  serious  danger  in  the  present  situation  is  the  public 
enthusiasm  for  the  establishment  of  rigid  price  ceilings  for  all  farm  products 
to  prevent  increases  in  the  cost  of  food.  While  these  desires  of  consumers 
are  natural,  it  should  be  understood  that  under  present  conditions  it  is  pos- 
sible to  have  relatively  cheap  food,  or  full  production  of  food,  but  not  both. 
In  view'  of  the  increasing  difficulties  of  farm  production  and  the  growing 
demands  for  food,  the  critical  problem  is  not  ceiling  prices  but  the  necessary 
prices  to  maintain  full  production  of  essential  foods. 

While  "parity"  denotes  equality  of  buying  power  of  farm  product's  as  com- 
pared with  the  period  1909-14,  it  has  little  significance  in  relation  to  the 
present  industrial  competition  for  farm  labor,  especially  in  the  Northeast. 

To,  hired  men  and  older  sons  now  working  on  farms'  the  decision  in  regard  to 
remaining  in  farm  work  depends  largely  on  the  real  incomes  in  their  present 
employment  (including  falm.  privileges  and  security)  as  compared  with  the  real 
wages  of  alternative  industrial  jobs  available  to  them.  It  is  impossible  to 
keep  the  necessary  skilled  hired  and  family  labor  on  farms  at  present  wages 
unless  wo  resort  to  drafting  labor  for  farm  work.  Progress  to  date  in  the 
handling  of  the  manpower  problem  suggests  that  too  groat  dependence  should 
not  be  placed  on  such  action  to  meet  the  present  farm  labor  emergency. 

There  has  been  much  public  discussion  of  the  inflationary  effects  of  the 
increase  in  farm  prices.  This  is  true  only  in  the  sense  that  any  increase 
in  the  cost  of  living  is  the  basis  for  requests  for  further  increases  in  wages 
and  therefore  in  costs.  However,  no  cases  have  been  noted  of  workers  leaving 
war  plants  to  work  on  or  to  operate  farms  in  order  to  share  in  present  agri- 
cultural prosperity. 

One  of  the  important  causes  of  the  present  war  inflation  is  the  payment 
of  wages  far  above  prevailing  levels  in  war  plants  and  on  war  projects.  The 
purpose  of  these  wages  is  quickly  to  attract  the  desired  number  of  workers 
from  other  employment.  • It  is  the  price  of  haste,  and  to  a large  extent  is 
probably  necessary.  Unfortunately  from  the  standpoint  of  price  control,  these 
opportunities  have  drawn  men  from  essential  industries  as  well  as  nonessential 
and  have  reduced  the  supply  of  skilled  farm  labor  to  the  danger  point.  Farm 
products  are  almost  the  only  vital  war  necessity  not  covered  by  government 
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contracts  at  cost  plus  a reasonable  profit.  Farmers  must  compete  for  labor 
with  war  plants  operating  under  these  contracts.  While  it  is  true  that  this 
is  not  entirely  a problem  of  farm  prices  and  relative  wages,  it  is  equally 
clear  that  enough  skilled  workers  will  ruyt  remain  on  farms  voluntarily  without 
recognition  of  this  competitive  situation. 

Although  high  in  relation  to  farm  prices,  present  farm  wages  are  still 
relatively  low  in  comparison  with  industrial  wages.  If  the  necessary  supply 
of  skilled  farm  labor  is  to  be  retained  by  voluntary  means,  further  increases 
in  farm  wages  must  be  expected  to'  bring  them  into  a reasonably  competitive 
relation  with  industrial  wages,  considering  differences  in  living  costs. 

There  is  no  velid  reason  why  farm  labor,  although  unorganized,  should  not 
share  in  the-  benefits  resulting  from  keen  competition  for  workers.  The  ability 
of  farmers  to  pay  competitive  wages  will  depend  on  the  level  of  farm  prices. 
Farm  operators  should  not  be  expected  to  increase  wages  in  order  to  retain 
essential  workers  if  by  so  doing  they  will  seriously  reduce  their  own  net 
incomes. 

Vvith  farm  operators  the  question  of  remaining  on  the  farm  depends  on 
how  the  buying  power  of  their  net  farm  income  compares  with  that  of  wages 
in  industrial  jobs  available  to  them.  If  the  operator  is  an  owner,  his 
ability  to  sell  or  rent  his  farm  if  it  is  necessary  to  move,  as  well  as  the 
relative  security  of  employment  and  his  personal  desires,  will  also  be  con- 
sidered. Most  farm  owner- operators  will  probably  remain  on  their  farms  re- 
gardless of  the  level  at  which  ceilings  for  farm  prices  are  placed.  However, 
if  farm  prices  are  too  low,  some  of  them  mil  rent  their  farms  or  allow  them 
to  lie  idle  in  order  to  obtain  the  high  wages  available  in  vrnir  industries, 
especially  if  they  can  get  these  wages  while  continuing  to  reside  on  their 
farms . 

The  seriousness  of  war  competition  for  farm  labor  varies  considerably 
between  different  regions.  In  general,  it  is  most  severe  in  the  Northeast 
and  on  the  Pacific  coast  in  areas  that  arc  important  in  the  production  of 
dairy  and  poultry  products,  vegetables  and  fruits.  Those  arc  types  of  farming 
in  which  less  use  can  be  m de  of  large  labor-saving  machinery.  v'dth  pros- 
pective shifts  in  consumption  to  less  meat  and  more  grain,  the  maintenance 
of  production  of  dairy  end  poultry  products,  vegetables,  fruits  and  other 
protective  foods  becomes  of  even  greater  importance  in  the  nutrition  of  war 
workers.  Growing  congestion  of  transportation  facilities  will  tend  to  restrict 
shipments  of  bulky  foods  from  distant  areas  and  increase  the  dependence  of 
industrial  cities  on  nearby  farms.  But  these  are  the  areas  where  war  compe- 
tition for  men  is  most  serious  and  the  farm  labor  problem  most  acute;  These 
differences  in  the  competitive  situation  between  regions  arc  not  measured 
by  "parity”  prices  based  on  national  averages  of  farm  costs.  For  those  and 
other  reasons  it  is  to  be  hoped  that  there  will  be  no  attempt  to  establish 
coiling  prices  on  fresh  vegetables  and  fruits.  If  a "parity"  formula  is  to 
be  used  by  Federal  Market  Authorities  for  determining  the  farm  price  of  milk 
in  any  milkshod,  local  costs  on  dairy  farms  in  the  area  concerned  should  be 
used  rather  than  the  national  index  of  costs  of  articles  farmers  buy. 

If  ceilings  on  farm  prices  are  pieced  too  low,  the  farm  labor  force 
is  certain  to  decline.  In  view  of  the  unusually  favorable  weather  of  recent 
years,  even  the  maximum  efforts  of  the  present  labor  force  may  not  be  adequate  ) 
to  maintain  oroduction  at  oresent  levels. 


In  order  to  produce  the  required  quantities  of  livestock  and  livestock 
products,  two  vital  factors  must  be  favorable:  maximum  production  of  feed 
crops  and  a satisfactory  relationship  between  livestock  prices  and  feed 
prices.  In  case  of  a serious  drought,  rigid  price  ceilings  would  become  a 
serious  threat  to  the  maintenance  of  food  production.  Hence,  in  a price- 
fixing program  in  wartime,  elasticity  of  prices  to  meet  changing  conditions 
is  a primary  requisite.  The  prices  of  grains  should  be  adequate  to  insure 
maximum  production  of  feed.  Since  mes.t  and  livestock  products  are  in  greatest 
demand,  their  prices  should  be  maintained  at  levels  that  will  result  in  full 
utilization  of  available  feeds.  If  production  of  feed  crops  should  decline 
considerably  below  recent  record  levels,  quick  action  in  adjusting  prices 
would  be  necessary  to  avert  a disastrous  squeeze  of  livestock  producers. 

With  the  modifications  and  limitations  suggested,  "parity"  prices  are 
probably  the  best  general  guides  available  for  use  in  the  establishment  of 
price  ceilings  for  farm  products.  However,  the  maintenance  of  adequate  food 
production  is  menaced  by  the  competition  of  war  industry  for  skilled  farm 
labor,  by  increasing  shortages  of  machinery  and  supplies  and  by  the  demands 
of  the  armed  forces.  In  order  to  meet  this  situation  by  voluntary  means, 
primary  consideration  must  be  given  to  the  alternative  opportunities  for 
industrial  employment  of  skilled  farm  labor.  Emphasis  should  be  placed  not 
on  ceiling  prices  but  on  necessary  prices  to  maintain  full  production  of 
essential  foods. 

The  use  of  subsidies  as  a substitute  for  necessary  prices  should  be  held 
to  the  minimum.  With  wartime  earnings  most  consumers  will  be  able  to  pay  the 
necessary  .prices  for  food  without  hardship.  The  general  use  of  such  subsidies 
is  an  unnecessary  incentive  to  inflation  that  should  be  avoided. 

Whatever  the  exact  level  at  which  w;e  attempt  to  establish  price  ceilings 
for  farm  products,  farm  incomes  will  probably  continue  to  be  relatively  favor- 
able as  compared  with  recent  years,  at  least  as  long  as  the  war  lasts.  For 
long-time  farm  welfare,  price  floors  extending  well  beyond  the  end  of  the  war 
are  more  important  than  price  ceilings. 

The  maintenance  of  necessary  prices  to  get  the  requisite  food  produced 
is  not  primarily  a farm  problem.  The  nation's  welfare  is  at  stake.  From  the 
standpoint  of  national  we lfare,  ceilings  for  farm  prices  should  not  be  fixed 
at  levels  that  will  result  in  less  than  full  production  of  all  essential  foods. 
The  real  job  is  to  win  the  war.  In  order  to  win,  we  must  produce  the  necessary 
food  as  well  as  the  planes,  ships  and  munitions  for  our  armed  forces,  our 
allies,  and  ourselves.  The  vital  farm  problem  is  the  establishment  of  necessary 
prices  to  get  tne  essential  food  produced.  Price  control,  equity  and  everything 
else  are  secondary.  Farmers  will  do  their  utmost,  whatever  action  is  taken  on 
price  ceilings,  but  their  best  may  not  be  enough  if  too  low  prices  prevent 
them  from  retaining  the  requisite  labor  to  do  the  job. 
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WHAT  OUGHT  TO  BE  DONE  TO  PARITY 


Address  by  Professor  John  D.  Black,  Harvard  University,  at  the 

20th  Annual  Agricultural  Outlook  Conference,  Washington,  D.  C. 

October  20,  1942 

I shall  undertake  this  afternoon  to  consider  the  several  alternatives 
which  public  policy  might  take  relative  to  parity,  beginning  with  the  one 
suggested  as  a possibility  by  Dr.  Allin  in  his  introductory  remarks  on  this 
general  program,  which  bears  the  title  "Parity  in  the  Years  Ahead",  These 
alternatives  need,  of  course,  to  be  considered  for  the  years  immediately 
ahead,  for  the  period  of  post-war  prosperity,  and  particularly  for  the  years 
on  the  other  side  of  that,  in  which,  if  history  repeats  itself,  we  shall  have 
a depression  in  which  farm  prices  will  sink  to  relatively  low  levels  if 
nothing  is  done  to  prevent  it.  The  first  part  of  my  discussion  will  relate 
to  parity  under  the  present  form  of  the  price  and  wage  control  act  and  the 
executive  orders  of  October  2 and  3 respectively. 

Mr.  Wells  has -expressed  a general  attitude  toward  parity  which  is  to 
the  .effect  that  it  is  a basic  concept  of  the  new  national  and  world  order  and 
that  already  the  agricultural  electorate  of  this  country  has  become  so  attached 
to  it  that  it  will  not  be  discarded.  I have  no  difficulty  in  agreeing  with 
the  first  of  these  statements.  Distribution  of  social  income  in  the  real 
sense  of  the  word  will  not,  as  I expect  to  state  in  more  detail  later,  be 
left  henceforth  to  the  free  play  of  economic  forces  or  to  the  amount  of  such 
free  play  as  still  exists  in  our  social  economy.  V;e  are  instead  going  to 
set  up  machinery  which  will  direct  that  distribution  more  equally  between 
social  classes,  and  some  criterion  of  the  general  nature  of  parity  will  be 
employed  to  that  end. 

Looking  to  the  immediate  future,  however,  to  the  next  five  years,  let 
us  say,  I am  not  so  sure  that  parity  •/dill  be  retained  in  anything  like  its 
present  form.  Mr.  ’./ells  has  worked  so  hard  - on  the  parity  problem  in  the 
last  ten  years  that  possibly  he  has  acquired  an  unconscious,  sentimental 
attachment  to  it.  Either  of  two  things  may  happen  that  will  push  parity 
into  the  background.  One  is  that  Hr.  Byrnes’  economic  stabilization  effort 
may  not  prove  sufficiently  effective  to  prevent  a further  pyramiding  of 
prices  and  the  cost  of  living  and  that  'within  the  next  year  the  public  de- 
mand for  stabilization  at  the  then  existing  level  will  be  so  strong  that 
either  Congress  will  pass  a rigid  over-all  price  and  wage  freezing  measure, 
or  Mr.  Byrnes  himself  will  gradually  shift  toward  such  a freezing,  ignoring 
as  needed  to  this  end  any  restrictions  in  the  recent  legislation  doing  this 
under  the  terms  of  the  general  war  powers  which  the  President  threatened 
to  use  on  Labor  Day  if  Congress  did  not  vote  him  such  powers  implicitly. 

The  other  development  which  may  push  parity  into  the-  background  is  that 
more  and  more  farm  prices  will  be  established  on  a necessary  price  basis 
at  levels  abov^  parity-based  ceilings,  or  below  them  if  the  needs  of  the 
war  effort  may  require,  so  that  parity  will  in  effect  be  ignored.  For  a 
considerable  number  of  those  products  this  level  will  be  definitely  above 
a parity-based  ceiling.  The  discussion  in  this  conference  as  well  as  much 
of  that  coming  in  from  the  states  indicates  a shifting  of  concern  from 
establishing  a level  of  prices  tied  to  parity,  to  a level  of  prices  that 
will  make  possible  the  supplies  of  food  and  fibre  needed  in  the  national 
emergency.  In  the  period  of  the  post-war  prosperity  following  the  war, 
prices  of  farm  products  are  likely  to  remain  at  levels  so  high  that  the 
agricultural  public  will  lose  interest  in  their  parity  relationships.  Notn 
until^gr  unless  a .post-war  slump  begins  will  a strong  interest  in  parAty"be 


It  will  bo  woll  at  this  point  to  oull  closely  to  mind  the  form  in 
which  parity  is  still  retained  in  the  iv  w prioe  nett  1)  No  ooilings 
on  f:  rm  prio-'s  an-  to  b<  atablislu-d  below  parity  or  oompar:  bl>.  price  s 
ns  d>  fill'  1 in  existing  ivAA  In  itial  lion.  Prices  of  farm  products  enn  bo 
adjusted  downward  to  cerm  et  for  "press  in  equities"  from  tin  194£  In  ths, 
but  in  no  ensv  to  a hvel  In  low  purity.  2)  Diff»  rmcos  botwo  on  parity 
price  s or  incomes  : nd  p<  rmissible  prices  at  8igo  or  90  ' of  parity  arc 
Kin-,  m-.d'  up  for  by  parity  and  conservation  payments.  3)  Parity  prices 
nr  still  ti  d to  costs  by  .ay  of  the  p rity  formula.  This  applies  both 
to  the  o»  11  in  *&  nd  tin  dp.'  and  90;Y  bottoms.  If  industrial  w xge  s rise 
-nd  ith  tin  ex  th  index  numbers  of  prices  paid  by  fansu  rs,  ..s  has  happened 
consistently  in  the  last  year  or  so,  then  parity  prices  themselves  will 
rlst  . 

How  important  this  third  relationship  is  depends,  of  oours*. , upon 
chan  • s in  industrif  1 \v;  ges  and  the  oost  of  living  in  the  months  ahead. 

Pr.  Richard  Gilbert  told  you  yesterday  afternoon  that  tin  ris-.  in  the 
cost  of  living  sino>  tin.  General  Maximum  Price  Regulation  went  into  effect 
was  almost  (.  \aotly  uqu:  1 to  the  contribution  of  th  food  price  rise , and 
that  no  evidence  of  any  effect  of  the  strong  industrial  wage  increase  in 
th  t same  period  has  yet  ppi  : m d in  the  cost  of  living,  do  spoke  of  this, 
hoe.  v r,  as  unusm  1,  nd  nr.  dieted  tlx  t the  rise  in  industrial  wages  would 
v rv  shortly  h v b gun  to  contribute  to  a r.is<  in  the  cost  of  living. 

•rtuxt  right  h .v.  xve  to  assume  that  it  will  ixot  presently  do  so?  What  is 
the  r<  in  the  new  stabilization  effort  that  will  keep  the  effects  of  this 
ris«  from  anne  ring?  There  will  K no  Iowa  ring  of  wages  and  other  costs. 

You  v ill  r call  'Iso  that  'hr.  Gilbert  conceded  upon  questioning  that 
.n  lncr<  s.  of  o'  could  oocur  in  the  average  1- vel  of  indust  ri  .1  w ges 
if  the  1 Lttlv  ft  1 formal  ..  r.  pplied  clear  across  the  be-  rds.  He 
doxibted  .vlu the  r 3U‘*h  an  incr  : s»  would  b permitted,  or  t least  h.  expressed 
a strong  hope  to  that  effect.  You  will  also  recall  a definite  statement 
of  his  tew  r ' th.  end  of  the  discussion  th:  t w.  do  not  now  have'  the  organi- 
sation necess  ry  to  prevent  ? further  rise  in  prioes  and  will  not  have  it 
until  largo  volum<  of  fr  e spending  power  is  absorbed  and  several  other 
import:  nt  dev  lopm>  nt.s  oocur,  including  : rationing  of  manpower  that  will 
tak.  competition  out  of  the  ...  ge  market  the>  sixmo  as  rationing  is  expected 
to  t:  k.  comp  tition  out  of  the  food  m rket. 

I had  occasion  recently  to  cisoxxss  this  problem,  of  the  position  of 
• grioultur>  unde  r the  new  price)  and  wage  control  .ot  before  thx  .<e»Y  Farm 
Forum.  Cn  th:  t occasion  I a. .lied  att.  ntioa  to  the  stairwisc  character  of 
the  ris.  in  farm  prices  • nd  the  oost  ox'  living  in  the  past.  nhen  price 

oontrol  e.s  first  initiat  ei  by  Mr,  L on  liende  rson  and  his  group,  it  had 

th  effect  of  1 \a  ling  oxxt  prices  to  an  xporcoi  bl.  extent*  Presently, 
e.o  v r,  the  prioi  line-  st  rte  d xxp  -.rd  briskly  and  the  Gen  ral  Maximum 
Pric  p.xl  tion  ■ s instituted.  This  1 v 1 d off  prices  for  a few  months, 
but  in  August  a st  p risv  set  in  g in.  rhe  question  now  before  xxs  is 
th'  r ; not -a  r st  o in  this  price  st..ir*.  ay  '..'ill  K tin  to  form.  I can 
cone lu .'  xy  n-  lysis  .vith  a st  .t  :v.  nt  so:  , vh;  t s follows : the  cost  of 

living  in  citie  s may  ris  both  be  c us  w' go  rates  rise  nd  because  food 

costs  climb.  rhis^vll1  -re  t.  . demr.nd  x'or  a further  concession  in  w go 


ra  tos  beyond  the  fifteen  percent  allowed  in  the  Little  Lteel  ?ormul/  . If 
this  is  /'rented,  then  v/o  shell  simply  add  another  step  to  our  st:  irvr  y; 

■ nd  at  some  later  period  still  another. 

In  spite  of  these-  dangers,  however,  \'r.  Byrnes  can  ke-,p  prices  and 
wages  from  climbing  stair  vase  if  he  re?  lly  ./ante  to  <Jo  it  hard  enough.  Per- 
haps it  would  be  better  to  say  that  he  can  keep  price-  and  //age  rises  suf- 
ficiently under  reign  to  take  care  of  the  situ-  tion  until  some  compulsory 
savings  law  can  be  passed  very  early  in  the  nw  year,  './hat  ha  v/ ill  need 
to  do  to  achieve  this  is  about  as  follows: 

1.  Deny  all  increases  in  wage  r .ter;  even  up  to  the  fifteen  percent,  except 
in  the  case  of  employments  needing  to  be  maintained  at  their  present  volume 
or  more,  because  of,  or  ir.  spite  of,  the  war.  This  is  strictly  legal  under 
the  Act.  (The  word  -and  in  Section  4 covers  this.  If  if  had  bean  or,  if 
would  not  have  done  so. ) 

2.  Prevent  competitive  bidding  up  of  wage  rates  between  different  industries 
and  trades  and  between  these  and  agriculture,  host  of  such  bidding  up  add;; 
little  to  the  total  supply  of  labor.  It  princip-'  lly  adds  to  labor  costs. 

The  way  to  get  the-  more  labor  needed  is  to  recruit  it  end  direct  it  into  the 
right  channels.  Pert  of  this  labor  can  be  recruited  in  places  in  trade  and 
industry  //hero  contraction  is  under  way  or  labor  is  wastefully  used,  tome 
of  it  can  be  recruited  in  fa rmlng  areas.  A recent  survey  in  * group  of 
counties  in  the  cut-over  area  around  the  Great  Lakes  discovered  ten  thousand 
men  inadequately  employed.  Part  of  these  should  go  to  vr  r industries  ? nd 
part  of  then  to  farms.  I 'any  counties  ir.-  the  South  have  from  500  to  1000 
inadequately  employed  workers. 


Dr.  Gilbert  recognized  fully  in  his  statement  the  importance  of  this 
phase  of  the  problem.  He  s-'  ic  that  there  must  be  t r>  f inning  of  labor 
between  agriculture  and  industries  and  between  industries  so  that  wages 
will  no  longer  be  the  force  that  distributes  lf  bor  s-  tween  different  employ- 
ments. 

•3.  Declare  as  grossly  inequitable,  ' gain  under  the  terms  of  the  Act,  some  of 
f-  rra  product  prices  th' t are  new  f'  r ? dove  p-  rify  - nd  - Iso  high  ,r  thr  n needed 
to  call  forth  the  amounts  required. 


4.  Prevent  the  competitive  binding  up  of  prices  of  different  f rm  products, 

peel  r of  on-ss  - . . . , pr  of  s irp  *j  gainst 

deficit  products. 


b.  By  these  moans,  hold  the  cost  of  living  sufficiently  in  line  so-  that 
industria  ] labor  and  f-  m.-rs  can  re-  sonably  be  - eked  to  s a sorb  any  small 
increase  in  it  that,  takes  place.  It  would  be  w . 1 1 to  announce  such  an 

intention  at  this  time. 


5*  Son  - e.  she  incr  . co  . , o , not  t suit  oi  cob 
tive  bidding  ap  of  wages  -.nd  prices.  Gome  real  costs  rise  with  /.pansies 
of  output  — poorer  min  -s  need  to  be  worked,  poorer  or  lass  coopted  la  nd 
to  be  farmed,  or  less  competent  labor  to  be  used.  Cows  may  neeo  to  be  fed 
beyond  the  point  of  the  leapt- cost  combination.  In  such  situations,  sub- 
sicj.es  can  be  advantageously  employed;  but  they  should  be  paid,  -whenever 
it -is  in  any  //ay  fe-  eible,  only  on  that  part  of  the  production  ch  has 
t.ce  .signer  costs,  and  only  at  a rate  that  offsets  these  higher  costs. 


and  only  at  a rate  that  offsets  these  higher  costs.  Thus  to  pay  a subsidy 
of  40  cents  a hundredweight  on  all  milk  produced  would  cost  a half  billion 
dollars;  but  a '.jhole  dollar  a hundredweight  could  be  paid  on  production  in 
excess  of  the  1941-42  a”erage  at  a cost  of  not  more  than  100  millions. 

Are  the  people  of  the  country  ready  for  such  measure  as  these  six?  Or 
do  they  want  to  build  more  'steps  on  the  stairway  of  prices  and  living  costs? 
There  is  only  one  answer.  They  have  been  ready  for  such  measures  for  nine 
months.  In  recent  months  three-quarters  even  of  the  farmers  have  wanted 
effective  price  and  wage  control  with  little  concern  over  parity  legislation. 

Farmers  do,  however,  have  some  needs  that  must  be  met  if  they  are  to 
produce  what  the  war  effort  requires.  Three  ways  of  meeting  these  have  been 
indicated  in  what  I have  said:  First,  recruit  labor  for  them;  second,  pay 
subsidies  on  additional  outputs,  and  in  some  cases  even  for  maintaining 
present  outputs;  and  third,  raise  a few'  prices  where  real  costs  have  risen, 
and  no  other  way  of  meeting  them  is  available. 

Should  hr.  Byrnes  in  the  near  future  let  another  upward  step  in  the 
cost  of  living  stairway  begin  to  take  form,  he  will  at  once  begin  to  lose 
the  fine  public  support  he  now  has.  Our  people  will  tolerate  little  further 
temporizing  in  this  matter.  If  another  step  upward  really  occurs,  they  will 
insist  next  time  on  nothing  less  than  a final  over-all  price  and  wage  freeze. 

Such  a rigid  over-all  freezing  may  easily  interfere  with  the  most  ef- 
fective orosecution  of  the  war  effort.  I agree  with  Pr.  Myers  that  we  do 
need  a certain  amount  of  flexibility  in  the  price  and  wage  situation.  The 
only  difference  is  that  he  favors  an  amount  of  it  enough  greater  than  I 
have  in  mind  so  that  I think  that  if  it  were  permitted  it  would  be  impossible 
to  keep  the  price  and  cost  of  living  lines  from  rising  unfortunately. 

The  parity  part  of  the  new  price  act,  that  is,  the  tying  of  ceilings 
and  bottoms  for  farm  products  to  the  parity  ratio,  thus  has  definite  pos- 
sibilities of  contributing  to  further  rises  in  the  cost  of  living  and  further 
inflation.  Only  by  a vigorous  checking  of  wage  increases  and  farm  price 
increases  so  that  the  cost  of  living  is  held  closely  to  present  levels,  can 
the  parity  provision  of  the  act  be  kept  from  producing  another  step  upward. 

Farm  Labor  Costs 


How  does  farm  labor  fit  into  this  parity  system?  Not  a word  is  said 
about  this  in  the  President’s  executive  order.  Nevertheless  Congress 
struggled  over  it  for  two  weeks.  In  the  form  in  which  labor  costs  appear 
in  the  act,  they  arc  combined  with  other  costs,  and  the  allowable  increase 
is  only  that  after  January  1,  1941.  In  that  period  (to  September  1942), 
the  index  of  prices  p: id  by  farmers  rose  24  percent,  and  of  goods  used  in 
production  20  percent,  while  farm  prices  were  rising  57  percent.  Thus  on 
no  basis  that  can  be  employed  under  the  t ct  dot;S  the  labor  cost  provision 
have  any  meaning  at  present.  It  might  at  some  future  time,  however,  if 
farm  wage  rates  rose  greatly. 

How  the  farm  bloc  senators  let  the  act  pass  in  this  form  is  not  simple 
to  understand.  To  some  of  them  apparently,  putting  both  agriculture  and 
labor  on  a parallel  basis  in  terms  of  January  1,  1941  to  September  15,  1942, 


seemed  eminently  fair.  Actually,  it  was  very  unfair,  because  prices  received 
by  farmers  in  January  1941  were  still  40  percent  lower  than  in  1929  whereas 
hourly  earnings  of  factory  workers  were  then  18  percent  higher.  To  be  fair 
to  agriculture,  the  increase  comparable  with  those  for  labor  in  1941-42  needed 
to  be  figured  from  1939,  or  possibly  the  average  for  1937-41.  The  speaker, 
as  many  of  you  know,  called  attention  to  this  in  his  book  on  "Parity'*  and  in 
several  later  releases. 

Some  of  the  congressional  leaders  thought  they  were  getting  around  this 
by  providing  that  all  farm  labor  be  included,  unpaid  family  and  proprietor 
as  \vell  as  hired.  In  report  to  the  House  on  the  conference  bill.  Congressman 
Steagall  stated  in  reply  to  a question  that,  "As  I understand  this  language, 
it  was  intended  to  embrace  all  farm  labor.  I do  not  see  how  anyone  could 
contend  that  you  could  give  adequate  weighting  to  farm  labor  without  con- 
sidering all  farm  labor,  and  that  provision  relates  to  the  price-fixing  powers 
carried  in  this  bill."  But  Senator  Brown  reported  to  the  Senate  as  follows: 
"Increased  labor  costs  as  reflected  in  rising  wage  rates  for  hired  farm  labor 
must  be  included  in  determining  the  extent  of  increased  costs  to  growers." 

The  language  of  the  act  is  very  general  on  this  point  --  "by  reason  of  in- 
creased labor  and  other  costs" ... "adequate  weighting  shall  be  given  to  farm 
labor.  " 

In  view  of  the  great  inequity  of  using  January  1,  1941  as  a basing  point 
for  agriculture,  it  would  seem  proper  to  give  as  liberal  an  interpretation  as 
possible  to  the  labor  cost  provision.  If  all  classes  of  labor  were  included, 
the  24  percent  increase  in  the  index  of  prices  paid  would  be  raised  consider- 
ably, but  would  still  be  far  short  of  the  57  percent  increase  in  prices  in 
this  period. 

When  the  War  Ends 


What  meaning  has  the  provision  for  continuing  parity  for  two  years  after 
the  war  and  using  90  percent  of  it  as-  a botton  below  which  farm  prices  will 
not  be  allowed  to  fall?  Even  though  the  parity  limitations  in  the  present 
act  are  discarded  or  sidestepped  in  one  way  or  another  during  the  course  of 
the  war,  it  is  highly  unlikely  that  this  two-year  provision  will  be  rubbed 
out.  How  wall  it  work  when  the  time  comes?  First  of  all,  the  two-year  period 
is  altogether  too  short.  The  big  break  last  time  did  not  come  until  well 
after  two  years  and  our  participation  in  the  last  war  was  very  brief.  The 
break  came  much  later  in  England  and  in  France.  A few  people  have  even  been 
bold  enough  to  talk  about  one  year  of  assured  post-war  prosperity  for  every 
year  that  the  war  lasts.  It  is  possible,  of  course,  that  the  farmers  of  the 
country  will  be  so  enamored  of  this  prosperity  that  they  mil  not  care  a hang 
about  having  this  90  percent  bottom  extended,  but  my  guess  is  that  this  will 
be  done. 

I want  to  make  it  clear  that  I am  not  predicting  a serious  post-war  slump 
at  any  time  after  the  end  of  the  war.  I bc-liove  that  practical  working  econo- 
mists now  have  a pretty  good  understanding  of  what-  is  necessary  to  prevent 
severe  depressions  such  as  those  of  1921-22  and  1930-33.  "Whether  or  not,  how- 
ever, the  general  public  has  such  an  understanding,  or  has  confidence  enough 
in  the  potential  achievements  of  the  modernized  types  of  fiscal  policy  pro- 
fessional experts  to  give  them  a chance  to  show  what  they  can  do,  is  a very 
open  question.  I think,  therefore,  that  we  have  to  proceed  on  the  assumption 
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th  t some  kind  of  a depression  will  take  place  sooner  or  Inter.  The  per- 
tinent issue  is  how  much  of  a depression  it  will  be.  We  may  very  well  have 
enough  •'pplicaticn  of  modern  fiscal  policy  to'  prevent  anything  except  a 
moderate  development  of  price  decline  and  unemployment. 

Yhatever  price  decline  sets  in  is  likely  to  be  serious  enough  so  that 
f : rm  price  levels  will  sink  considerably  if  nothing  is  dono  about  it.  They 
will  also  sink  more  than  wages  as  they  have  on  prior  occasions.  This  means 
that  the  parity  ratio  will  decline,  easily  below  the  90  percent  bottom,  if 
such  a bottom  is  provided.  There  will  bo  enough  unemployment  so  that  the 
domestic  doin'  nd  for  farm  products  will  fall  off  noticeably.  By  that  time 
cur  shipments  cf  farm  products  to  foreign  countries  will  have  returned  to 
their  post-war  normals.  .ife  .shall  have  another  period  of  agricultural  sur- 
pluses. But  these  should  give  us  no  trouble.  A stepping  up  of  our  present 
programs  of  distribution  of  surplus  farm  products  could  easily  take  care  of 
the  situation.  By  that  time  the  agricultural ' leaders  of  the  country  should 
have  a sufficient  understanding  cf  the  meaning  and  possibilities  of  food 
distribution  to  low- income  and  unemployed  families  so  that  they  will  lend 
hearty  support  to  such  a program.  It  may  well  be  that  not  until  such  an 
agricultural  depression  sets  in  we  will  have  the  kind  of  development  of  a 
national  nutrition  program  which  this  country  needs  very  much  during  the 
’var  period,  but  which  it  cannot  now  promote.,  vigorously  because  of  strong 
competing  demands  for  food. 

Free  Competition  c.s  an  Alternative 


We  must  not,  however,  shut  our  eyes  to  the  possibility  of  a strong  re- 
.ctionary  movement  at  the  end  of  the  war.  Even  among  professional  economists 
of  a sort  are  those  who  are  advocating  the  taking  off  of  all  brakes  and  con- 
trols promptly  with  the  armistice  and  giving  to  the  forces  of  supply  and 
demand  the  full  freedom  which  they  aro  now. assumed  by  them  to  hr ve.  Any  talk 
of  continuing  parity  in  such  a period  makes  then  very  uncomfortable.  They 
look  upon  the  whole  idea  as  the  wooziest  sort  of  economics.  With  some  of  our 
profession'  1 colleagues  this  discomfort  has  reached  the  point  where  they  can 
scarcely  stay  in  the  room  when  the  subject  is  discussed.  One  of  them  told 
me  recently  that  the  last  time  he  even  had  - slight  attack  of  actual  physical 
nausea.  -Vhen  I ask  them  what  they  propose  to  tike  the  place  of  parity,  the 
answer  usually  is  ’’Let  things  run  themselves.  Let  the  law  of  supply  and  de- 
mand determine  what  prices  are  end  what  is-  produced. " 

My  reply  always  is:  ”Th..t  isn't  any  real  substitute  for  parity.  ,#hat 
you  are  really  proposing  is  a form  of  anarchy.  And  anarchy  is  the  worst  form 
of  radicalism  there  is.” 

IVhut  these  people  don't  understand  is  that  the  law  of  supply  and  demand 
doesn't  work  by  itself.  Perhaps  it  could  if  folks  would  let  it.  But  very 
few  will.  They  are  always  interfering  with  it. 

The  law  of  supply  and  demand  isn't  a good  description  of  what  these 
people  really  have  in  mind.  <«hat  they  mean  is  "free  competition."  They 
are  really  yearning  for  a society  in  which  there  is  absolutely  free  compe- 
tition. 

No  doubt  that  is  the  kind  of  society  which  most  of  us  would  like  best. 

But  we  have  never  h..d  it.  It  would  be  a society  in  which  all  would  have  an 
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equal  chance,  in  which  all  children  would  start  together  from  scratch  and 
■have  the  same  chance  at  good  health,  at  an  education,  a good  job,  and  a 
piece  of  good  land  to  farm.  That's  what  real  free  competition  would  mean. 

The  kind  of  departures  from  free  competition  that  we  are  most  likely 
to  think  about,  however,  are.  of  another  description.  We  think  first  of  the 
big  monopolies  that  Thurman  Arnold  is  constantly  attacking.  These  are  spec- 
tacular, but  relatively  not  of  major  importance.  Actually  we  have  a vast 
amount  of  private  price  fixing.  The  easiest  example  of  this  is  "resale 
price  maintenance. " The  manufacturers  name  the  price  at  which  their  products 
are  sold  at  retail,  and  can  refuse  to  sell  to  any  retailer  -who  disobeys. 

Around  thirty  states  now  have  such  laws,  and  the  present  Supreme  Court  has 
declared  them  constitutional. 

The  other. day  I received  a letter  from  by  banker  announcing  that  from 
now  on  there  will  be  a 10-cent  fee  charged  for  every  other-bank  check  handled. 
This  is  a rule  voted  by  the  association  of  bankers  in  greater  Boston  --  a 
private  price-fixing  arrangement. 

I don't  suppose  that  you  like  these  private  price-fixings  any  better 
than  I do;  many  of  you  would  be  willing  to  vote  Thurman  Arnold  all  the  money 
he  might  ask  for  if  you  thought  he  could  stop  it.  He  could  stop  a consider- 
able part  of  it,  but  the  common  garden  varieties  of  it  that  do  the1  most 
damage  would  still  flourish. 

Most  of  us  do  not  realize  how  common  such  failure  to  compete  is.  We 
have . non-competition  every  time  that  an  efficient  manufacturer  or  a store- 
keeper does  not  cut  his  prices  in  order  to  get  more  sales,  just  because  he 
believes  that  his  competitors  will  cut  prices  also  and  none  of  them  will  sell 
much  more  than  before,  and. hence  all  will  make  less  money. 

The  effect  of  this  is  to  keep  prices  up,  -and  also  keep  a great  many  more 
businesses  going.  And  all  of  us  have  to  pay  for  this  by  supporting  a few 
millions  more  people  in  businesses  than  we  need.  That's  the  principal  reason 
why  middlemen's  margins  are  so  high,  and  one  of  the  reasons  why  our  cities 
have  so .many  people  in  them. 

Free  competition  can  be  enforced,  not  fully  by  any  means,  but  enough  so 
as  to  give  us  a largely  competitive  society.  But  it  would  take  a large  force 
of  government  regulators,  inspectors,  police  officers  and  judges  to  do  it. 

And  our  -business  men  and  their  political  friends  would  immediately  call  it 
"interference  with  private  business."  What  altogether  too  many  of  these 
folks  mean  by  free  competition  is  freedom  not  to  compete,  and  to  exploit  the 
public  by  not  doing  so.  What  they  really  want  is  government  protection  in 
special  privilege,  such  as  many  types  of  business  corporations  now  commonly 
enjoy. 

Clearly  we  are  not  going  to  have  free  competition  after  the  war.  You 
and  I may  wish  we  could  have  a freely  competitive  society,  and  would  be  willing 
to  support  the  force  of  government  workers • required  to  attain  it.  But  we 
won't  have  our  way.  Enforcing  free  competition  is  never  popular.  It  treads 
on  too  many  important  toes.  Our  best  chance  of  getting  it  would  be  to  have  a 
strong  consumer  movement;  and  you  have  all  observed  how  the  business  world 
has  fought  such  a movement  in  recent  years. 
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Instead,  what  we  are  going  to  have  at  the  end  of  the. war  is  a vigorous 
attempt  to  hold  prices  up,  and  likewise  wages.  Industrial  wages  will  he 
less  likely  to  fall  this  time.  Hence,  the  only  sensible  program  for  agri- 
culture to  follow  this  tine  is  to  work  toward  having  its  prices  sustained 
on  a level  comparable  with  those  of  wages.  .1/e  should  say  to  ourselves  that 
in  1930-33  we  had  our  lust  experience  with  a major  depression  in  which  farm 
prices  were  allowed  to  sink  halfway  to  zero  while  wage  rates  fell  only  a 
little  --  and  that  we  are  going  to  see  to  it  that  there  is  not  going  to  be 
another.  '.Jo  now  know  how  to  keep  farm  prices  from  falling,  and  we  can  be 
expected  to  use  that  knowledge.  The  real  cost  pf  such  a program  to  the 
nation  will  not  be  serious  in  the  short  run,  and  within  a ' decade  will  be  con- 
verted into  a If.  rge  net  gain. 


when  a nation  starts  out  on  a program  of  this  sort,  it  greatly  needs 
some  kind  of  an  objective  standard  by  which  to  determine  the  right  relative 
levels  for  farm  prices  and  other  prices  and  farm  incomes  and  industrial 
worker  incomes.  Otherwise  this  is  left  to  determination  by  political  and 
special  interest  pressure  groups.  wages  will  be  settled  by  strikes  instead 
of  by  reference  to  some  such  standard  as  index  numbers  of  the  cost  of  living, 
and  of  earnings  of  capital  in  industry.  Farm  price  and  industrial  wage 
adjustments  need  so  far  as  possible  to  be  taken  out  of  the  sphere  of  nego- 
tiation and  made  automatic. 


Alternatives  to  Parity 

Much  as  I have  considered  alternatives  in  the  past  ton  years,  I have 
found  nothing  that  meets  the  specifications  as  well  as  a proper  form  of  a 
parity  standard.  Parity  has  its  shortcomings.  Heaven  only  knows;  but  all 
the  others  suggested  have  more  serious  ones.  Hence  my  concern  that  it  be 
not  discarded  because  of  the  way  in  which  it  has  been  abused,  until  someone 
can  produce  a better  one. 

You  have  just  heard  an  advocacy  of  n ecssary  prices  as  a standard  to 
be  applied  in  the  war  years.  I myself  have  stated  that  we  will  have  much 
more  concern  over  necessary  prices  tho.n  parity  prices  in  the  years  just  ahead. 

I think  one  can  safely  assume  from  Dr.  Myers'  discussion  that  he  would  pro- 
nose necessary  prices  as  ■ t least  a supplement  to  parity  prices  in  the  post- 
war years.  Ho  has  spoken  of  parity  prices  as  furnishing  only  general  guidance. 


I don't  wish  to  repeat  my  discussion  of  necessary  prices  in  chapter  XIII 
of  "Parity,  Parity,  Parity".  It  should  be  clear  that  they  are  nothing  more 
than  equilibrium  prices,  that  is,  supply- .nd- demand  prices.  In  normal  periods 
in  the  past,  necessary  prices  have  always  been  lower  than  parity  prices  would 
have  been  if  the  latter  were  adequately  based  --  for  the  simple  reason  that 
farmers'  "reservation  prices"  have  been  low.  They  have  been  willing,  for 
reasons  that  take  us  into  the  realm  of  cultural  anthropology  rather  than  eco- 
nomics, to  k^cp  on  producing  farm  products  in  volume  sufficient  to  meet  de- 
mand at  prices  clearly  b.low  those  which  will  give  them  a standard  of  living 
comparable  to  that  of  those  people  who  consume  their  products. 

The  general  trend  of  farmers'  reservation  prices,  however,  has  been  up- 
ward relative  to  market  prices.  It  is  a good  conjecture  that  the  war  will 
give  them  a pronounced  upward  lift,  but  I doubt  even  then  if  they  'Till  reach 
a level  adequate  to  assure  no  further  surplus,  low- price- level  agricultural 
production. 
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As  a program  even  for  normal  times,  therefore,  agricultural  statesmen 
and  administrators  should  recognize  the  need  for  maintaining  a general  level 
of  farm  prices  som||vhat  above  a supply-and-demand  or  necessary  price  level, 

I would  not  urge  that  this  level  bo  very  far  above  necessary  prices,  just 
as  I do  not  favor  sotting  minimum  wages  at  any. one  time  too  far  above  wages 
that  come  to  be  established  under  the  pseudo-competitive  conditions  that  are 
likely  to  prevail  in  many  industries  and  regions.  Pushing  such  minimums  up- 
ward by  steps,  however,  is  highly  to  bo  commended  and  the  same  policy  can 
well  be  applied  to  farm  prices.  The  surplus  foods  that  may  be  produced  under 
the  stimulus  of  these  supported  prices  can  be  taken  care  of  by  a much  desired 
program  of  improved  nutrition  for  the  nation. 

A particular  form  of  necessary  pricing  which  is  receiving  some  attention 
in  recent  years,  because  of  its  advocacy  by  Professor  T.  W.  Schultz  of  Iowa 
State  College,  is  referred  to  by  him  and  his  associates  as  "forward  pricing". 
The  next  Journal  of  Farm  Economics  will  contain  an  article  on  this  subject 
by  Professor  Geoffrey  Shepherd,  A special  feature  of  this  system  of  pricing 
is  that  the  necessary  prices  will  be  announced  a year  or  more  in  advance  so 
that  the  farmers  will  know  what  to  count  upon  at  planting  and  breeding  time. 
The  level  of  such  prices,  however,  is  the  supply-and- demand  or  necessary- 
price  level,  except  in  so  far  as  certainty  with  respect  to  what  the  price  is 
may  influence  the  price  that  heeds  to  be  announced.  Professor  Schultz  agrees 
that  a lower  price  will  bring  forth  a given  amount  if  announced,  in  advance  - 
than  are  that  merely  comes  out  that  way  as  a result  of  operations  on  the 
present  basis.  (Cf«  his  article  in  the  last  "Country  Gentleman" . ) In  normal 
periods  this  would  moan  that  forward  prices  would  tend  to  bo  a little  lower 
than  necessary  prices  as  above  defined.  However,  the  accompanying  costs 
would  be  lower  because  of  removing  the  risk  element  so  far  as  prices  are  con- 
cerned and  because  of  advantages  in  the  planning  of  production. 

Professor  Schultz  and  Professor  Shepherd  propose  to  take  care  of  the 
need  for  additional  foods  for  better  nutrition  by  setting  in  advance  a higher 
production  quota,  making  necessary  a higher  forward  price.  This  would  in- 
volve deliberately  chosing  in  advance  the  amount  expecting  to  be  distributed 
through  the  stamp  program  and  other  related  programs . 

Our  'immediate  concern  is  with  respect  to  how  forward  pricing  would  work 
out  at  'the  onset  of  the  post-war  slump  in  employment  and  prices.  If  the  for- 
ward prices  were  announced  two  or  three  years  in  advance  so  that  the  levels 
would  be  maintained  throughout  the  depression,  the  general  effect  would  be 
the  same  as  the  parity  price  provision  in  the  present  price  and  wage  control 
act,  assuming  that  in  due  time  it  is  extended  to  carry  on  into  the  depression 
years.  The  difference  would  be  that  the  rslativ.  levels  for  various  products 
might  not  be  the  same.  At  least  they  would  not  be  if  the  parity  relationships 
spelled  out  in  the  present  act  were  still  having  any  influence  on  the  relative 
levels  of  different  prices,  I have  already  indicated  that  this  might  very 
well  not  be  the  ca.se. 

Should  the  forward  pricing  span  rot  be  long  enough  for  any  product  to 
carry  clear  through  the  depression  p-  riod,  the  price-fixers  would  be  in  a 
somewhat  difficult  spot.  One  can  safely  predict,  however,  that  they  would 
assume  that  prosperity  was  just  "round  the  corner  and  maintain  the  established 
level  of  prices  as  long  as  possible. 

Accordingly  in  practice,  a parity-price  standard  and  a forward-pricing 
procedure  would-  come  out  at  about  the  same  place. 


ma  j°r  difj.  iculty  with  operating  during  a post-war  depression  on 

Percent  °f  Parity  figured  as  under  the  present  AiLa  and  re- 
li.oed  .. ct s is  that  this  will  give  a very  poor  fit  for  different  products. 
The  fit  is  bad  enough  now  and  it  mil  be  much  worse  after  the  effects  are 
aii  felt.  The  90  percent  of  parity  so  determined  would  be  clearly  too 
aiga  ior  some  products  and  away  too  low  for  others.  If  parity  could  be 
established  for  all  the  different  farm  products  on  a rational  level  it 
would  not  be  unreasonable  to  ask  for  100  percent  of  parity  for  all  farm 
products  in  the  post-war  period.  To  establish  such  a level  of  rationality 
'■J'  r-ny^tlInc  is  not  easy,  and  furthermore  the  relative  level  of  prices  for 
the  different  products  needs  constant  adjustment.  Nevertheless,  such  an 
objective  can  be  reasonably  well  attained  if  one  goes  about  it  thoroughly 
an  systematic-  lly.  a margin  of  error  of  5 percent  either  way  would  have 
no  serious  consequences. 

_ Proof bly  the  simplest  plan  is  to  provide  in  some  future  legislation— 
mg..„  ..oil  aave  been  done  in  the  last  piece--that  prices  of  all  farm 
products  shall  average  at  100  percent  of  parity,  and  then  set  up  some  pro- 
cedure under  v.nich  administrative  agencies  can  arrange  the  various  product 
prices  above  and  below  the  average  according  to  pertinent  criteria.  I am 
prepared  to  suggest  that  necessary  price  'would  be  the  most  important  con- 
sideration in  establishing  this  range  of  prices,  but  not  the  only  one. 
ruolic  policy  may  call  for  holding  prices  for  some  products  above  the  nec- 
essary price  level  in  order  to  assure  a sufferable  income  to  farm  families 
in  particular  areas  while  needed  production  adjustments  can  bo  worked  out. 

I know  that  this  represents  a confusion  of  the  standards  of  allocation  of 
income  and  allocation  of  resources,  but  such  confusion  is  unavoidable  ir>  a 
real  world. 


.per  soma-  time  I have  believed  that  the  most  important  idea  to  get 
across  with  respect  to  the  parity  standard  is  that  it  is  an  average°concept 
and  that  i;  the  average  level  of  farm  products  can  be  maintained  at  some 
parity  considered  ’with  respect  to  industrial  wages  .aid  other  incomes,  publi< 
administration  will  have  obtained  the  parity  objective.  Unfortunately,  how- 
ever,  we  have  always  li;  d individual  commodity  groups  insisting  that  their 
prices  should  be  increased  to  as  high  as  the  average  or  they  are  not  being 
i.,  -rly  treated.  If  the  price  of  a given  product  remains  below  the  parity 
j-or  r-  series  oi  years,  the  case  is  clear  that  some  action  needs  to 
b ' 'a^en  /.-ith  respect  to  it,  but  that  action  should  consist  primarily  of 
readjustment  in  the  production  program.  Sustaining  prices  somewhat  above 
“ . • a- - 1 nd— o omand  level  while  these  read  justments  arc  being  worked  out 

is  all  that  can  safely  be  undertaken. 

Dr.  Dyers  has  presented  a body  of  data  showing  that  for  New  York  State 
•-^s  /h.l-,  index  numbers  of  prices  paid  are  considerably  higher  than  those 

j_“r  _'y1'  n 3 whole,  and  that  parity  prices  are  therefore  higher  for 

-;:v  fork  State.  I agree  with  Dr.  Myers  completely  in  this  matter.  For  a 
long  L-ime  I h ve  nr  intr  ined  that  the  index  numbers  used  as  a guide  to  public 
edninis  .v  ticn  should  0e  worked  out  upon  a regional  or  mejor  type-of- farming 
area  basis.  In  the  chapter  on  the  "Geography  of  Parity"  in  my  recent  book 
I have  developed  this  idea  in  considerable  detail.  Dr.  Myers  has  made  his 
presentation  in  terms  of  index  numbers  of  cost  of  production.  The  second 
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master’s  thesis  which  was  written  under  my  direction  at  the  University  of 
Minnesota- -about  the  year  1920 — bore  the  title  ’’Index  Numbers  of  the  Cost 
of  Production”  and  was  written  by  Warren  C.  Waite,  still  at  the  University 
of  Minnesota  as  professor  of  economics.  The  analysis  in  that  thesis  is 
as  valid  today  as  it  was  then.  For  administrative  purposes,  however,  such 
index  numbers  should  include  the  quantities  of  labor  and  other  factors 
employed  as  well  as  the  prices  paid  for  them.  The  index  then  becomes  the 
index  of  the  expenses  of  operating  the  farm.  Set  over  against  this  should 
be  an  index  of  the  farm  receipts  that  again  takes  account  both  of  the  volume 
of  sales  and  the  prices  received  per  unit  of  the  product. 

Such  index  numbers  can  be  worked  out  on  an  individual  commodity  basis, 
but  obviously  they  do  not  tell  the  whole  truth  unless  they  take  account 
somehow  or  other  of  the  other  lines  of  production  combined  with  this  product 
on  the  farms  in  the  region.  In  the  last  analysis,  therefore,  such  index 
series  should  be  upon  the  basis  of  prevailing  systems  of  farming  rather 
than  upon  an  individual  commodity  basis. 

This,  however,  represents  a degree  of  perfectionism  in  administration 
which  we  probably  have  no  right  to  expect  in  the  near  future.  Some  brilliant 
agricultural  leader  either  within  the  Department  of  Agriculture,  or  out  in 
the  states,  or  on  the  staffs  of  the  farm  organizations  might  indeed  get  such 
a program  accepted  within  a few  years.  But  in  the  ordinary  course  of  events 
we  will  have  to  wait  for  time  and  the  slow  process  of  education  to  take  us 
there.  In  the  meantime,  all  our  administrative  undertakings  that  are  tied 
to  parity  -will  be  more  or  less  in  the  nature  of  makeshifts.  But  that  is 
what  most  of  public  "administration  consists  of  anyway.  If  you  do  not  recog- 
nize this,  then  you  are  denounced  for  not  being  a realist. 


* * * 
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THE  FARM  LABOR  SITUATION 


Address  by  Raymond  C.  Smith,  Chief  Program  Analyst,  Bureau  of 
Agricultural  Economics,  at  session  of  20th  Annual  Agricultural 
Outlook  Conference,  Washington,  D.  C.,  Oct.  21,  1942 


None  of  us  yet  knows  what  agriculture's  1943  production  goals  mil  be. 

But  we  do  not  have  to  know  the  precise  figures,  to  realize  that  America  and 
its  allies  need  all  the  food  that  our  farmers  can  produce.  In  this  world- 
wide struggle  of  freedom  against  tyranny,  until  the  war  is  won,  there  can  be 
only  one  way  for  needs  to  go.  That  way  is  upward. 

Our  food  and  fiber  needs,  of  course,  dictate  the  extent  of  our  need  for 
labor  on  farms.  Since  food  needs  are  continuously  rising,  our  total  needs  for 
farm  labor  are  also  increasing.  To  a considerable  degree,  this  war  is  one  of 
supplies;  a continuing  battle  against  shortages.  That  applies  to  soldiers, 
ships,  airplanes,  and  tanks.  It  also  applies  to  food,  farm  machinery,  fertil- 
izer, and  farm  labor.  In  this  war,  more  perhaps  than  is  yet  realized,  we 
cannot  have  all  the  things  we  want  for  our  wartime  tasks.  We  are  going  to 
have  to  do  the  best  we  can  with  what  we  have. 

This  is  especially  true  in  the  matter  of  farm  labor.  We  will  not  be 
able  to  get  all  the  farm  labor  wanted,  of  the  kinds  wanted, -just  at  the  time  it 
is  wanted,  and  at  all  the  places  wanted.  There  are  not  enough  farm  \vorkers 
available  for  that,  and  there  no  doubt  will  be  fewer  of  them  before  the  year 
1943  ends.  The  labor  supply  will  have  to  be  taken  into  account  from  year  to 
year  in  setting  the  production  goals  for  agriculture.  Those  goals  must  be  an 
expression,  not  only  of  the  food  needs  of  the  United  Nations,  but  of  produc- 
tion possibilities  on  American  farms,  in  light  of  labor  and  machinery  and 
fertilizer  supplies.  Thus,  while  the  labor  requirements  of  agriculture  will  be 
influenced  by  the  size .of  the  coming  production  goals,  labor  supplies  will  be 
limiting  factors  upon  the  goals. 

Let  us  analyze  the  farm  labor  situation.  There  were  approximately  12 
million  in  the  farm  labor  force  on  July  1,  1941,  and  approximately  the  same 
number  on  July  1,  1942.  Farmers,  in  1942  accomplished  the  stupendous  task  of 
increasing  agricultural  production  by  approximately  13  percent  over  last  year's 
record  production,  without  increasing  the  farm  labor  force.  Yet,  during  the 
last  2 years,  agriculture  has  contributed  more  than  2 million  workers  over  14 
years  of  age  to  nonagricultural  industry  and  the  armed  forces.  It  has  replaced 
necessary  workers  largely  with  women  and  children  and  older  men  and  by  more 
effective  use  of  the  labor  force  which  remained. 

Two  years  ago  there  was  considerable  surplus  in  the  farm  labor  force. 
During  the  depression  years,  the  usual  farm-to— city  migration  had  been  very 
materially  reduced,  and  we  had  an  accumulation  of  workers  in  agriculture  which 
caused  both  unemployment  and  underemployment  on  farms.  Thus,  at  the  beginning 
of  our  efforts  greatly  to  increase  agricultural  production,  we  had  a very 
plentiful  labor  supply.  Since  then,  however,  we  have  lost  thousands  upon  thou- 
sands of  workers  of  the  types  usually"  employed  on  farms.  'And  now,  in  view  of 
our  continuing  need  for  increased, agricultural  production,  we  are  confronted 
with  trends  which , if  they  arc  permitted  to  persist,  are  likely  to  prevent  us 
not  only  from  obtaining  greater  production  of  certain  necessary  foods  in  1943, 
but  conceivably  might  force  a reduction  in  agricultural  production. 
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The  fact  that  agriculture , with  the  help  of  the  weather,  hut  without 
the  help  of  more  workers  than  it  had  a year  ago,  was  able  to  increase 
production  so  substantially  tills  year  indicates  that  so  far  we  have  been 
able  to  meet  the  farm  labor  problem  pretty  well  by  utilizing  types  of 
workers  usually  not  in  the  farm  labor  force  and  by  utilizing  additional 
time  of  farm  laborers,  i.e.  by  employing  them  more  days  per  week  and  more 
hours  per  day.  It  seems  to  indicate  further  that  for  most  parts  of  the 
country  concern  over  farm  labor  shortages  during  the  past  two  years  may 
have  been  legitimate  insofar  as  anticipated  future  problems  were  concerned, 
but,  except  in  some  local  areas,  particularly  those  near  war  industries, 
may  not  have  been  fully  warranted  insofar  as  the  current  situation  was 
concerned  from  time  to  time  throughout  these  two  years.  But  now  we  are 
beginning  to  scrape  the  bottom  of  the  barrel  on  farm  labor  supply  and  it 
appears  that  to  have  sufficient  farm  labor  next  year  will  require  more 
ingenuity  not  only  on  the  part  of  farmer  employers  but  also  on  the  part 
of  government. 

If  present  trends  continue,  agriculture  probably  will  lose  a million 
workers  from  its  labor  force  between  July  1,  1942  and  July  1,  1943.  By 
October  1,  1943,  the  end  of  the  harvest  season,  the  prospective  less  will 
amount  to  1,300,000  workers.  At  the  same  time,  needed  agricultural  pro- 
duction next  year  would  require  200,000  more  workers  than  were  available 
in  1942.  To  meet  these  needs  to  the  full,  next  year  we  would  have  to 
recruit  1-g-  million  new  workers. 

Those  figures  are  based  on  certain  assumptions  as  to  the  course  of 
events  next  year;  (1)  That  the  armed  forces  will  increase  to  8 million 
by  the  end  of  1943  and  that  the  proportion  coming  from  farms  will  remain 
the  same  as  in  the  recent  past;  (2)  That  nonagriculturai  employment  will 
increase  from  42.1  million  on  July  1,  1942  to  44.0  million  on  July  1, 

1943;  (3)  That  full  employment  will  have  been  reached  by  the  end  of  1943 
(except  for  a minimum  unemployment  allowance  for  temporary  layoffs,  time 
lost  between  jobs,  etc.,  of  2 million);  (4)  That  total  annual  productiv- 
ity of  agricultural  workers  will  continue  to  increase;  and  (5)  That  the 
net  movement  from  farms  will  continue  at  current  levels.  As  the  condi- 
tions stated  in  these  assumptions  change,  the  figures  will  have  to  be 
modified  accordingly. 

The  probable  difficulties  of  recruiting  an  additional  l|-  million 
workers  would  be  hard  to  exaggerate.  Perhaps  public  action  can  be  taken 
to  relieve  some  of  the  need  for  new  workers.  However,  if  agriculture 
has  to  recruit  this  many  new  workers,  most  of  the  likely  sources  for  this 
labor  are  the  following  groups: 

1.  250,000  farm  boys  reaching  the  working  age  of  14  years,  in 
excess  of  deaths  among  men  in  the  farm  work  force, 

2.  50,000  reduction  in  unemployment  on  farms,  mostly  of  older 
men  and  physically  handicapped  persons. 

3.  700,000  more  women  to  be  employed. 
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100,000  more  nonagricultural  workers  who  live  on  farms,  tn  . 
perform  farm-work  in  addition  to  carrying  on  their  usual 
occupations.  ' 

5.  100,000  more  children  under  14. years  of  age. 

6.  300,000  increase  in  town  and  city  residents  who  work  in 
agriculture. 

Should  agriculture  have  to  recruit  Itj  million  new  workers  from  these 
sources,  the  12,200,000  agricultural  ivorking  force  on  October  1,  1943 
would  be  constituted  as  follows; 

9.1  million  persons  over  14  years  of  ago  living  on  farms. 

(About  20  percent  of  this  number  would  be  women  and  about  20 
percent  of  all  farm  women  would  be  working  in  agriculture.) 

1.4  million  persons  who  do  not  live  on  farms  but  who  will  be 
working  in  agriculture. 

1.0  million  persons  living  on  farms  working  chiefly  at  non- 
agricultural work  who  will  do  some  farm  work. 

, . e 

.7  million  children  under  14  years  of  age. 

But  there  is  also  another  important  source  of  farm -labor.  This  is 
the  reservoir  of  under-employed  farm  operators,  who  because  of  limited 
land,  limited  operating  capital,  lack  of  knowledge,  or  for  other  reasons 
are  producing  very  little  for  the  market.  About  2 million  farms,  or  one- 
third  of  those  reported  in  the  1940  census  reported  gross  incomes  of  less 
than  $400.  About  half  of  the  ^production  on  these  farms  was  consumed  on 
the  farm  and  on  the  average  these  farms  sent  only  about  $100  worth  of 
products  to  the  market.  This  third  of  the  farms  produced  only  about  3 
percent  of  the  marketed  crops.  There  are  also  many  under- employed  farm 
operators  in  the  middle  third,  those  who  reported  gross  incomes  between 
$400  and  $1,000,  and  those  who  contributed  only  13  percent  of  marketed 
crops . 

While  it  should  be  recognized  that  these  groups  contained  a dis- 
proportionately large  number  of  farm  operators  over  65  years  of  age,  and 
also  many  operators  who  were  spending  most  of  their  time  at  some  nonagri- 
cultural job,  it  seems  quite  clear  that  between  one-half  million  and  one 
million  of  these  operators  might  be  assisted  into  more  productive  work 
either  in  agriculture  or  in  industry.  Should  a part  of  these  people  be 
drawn  into  industry,  to  that  extent  fewer  workers  from  the  more  productive 
farms  would  be  needed  in  industry.  If  the  remainder  were  assisted  in 
migrating  to  jobs  on  farms  in  more  productive  areas,  farm  labor  problems 
there  would  be  alleviated  to  a considerable  extent.  If  these  adjustments 
were  made,  and  at  the  same  time  those  underemployed  operators  who  remained 
were  assisted  through  loans  and  supervision  to  operate  the  lands  abandoned 
by  their  neighbors,  it  would  probably  be  possible  to  keep  agricultural  pro- 
duction for  the  market  as  high  in  these  poorer  areas,  or  even  higher  than 
before,  through  utilizing  more  fully  the  labor  of  those  remaining. 
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By  utilizing  the  'wasted  time  of  under-employed  operators  through 
such  efforts  it  would  be  possible  to  reduce  the  total  manpower  re- 
quirements in  agriculture,  to  reduce  the  industrial  drain  on  manpower 
located  on  the  more  productive  farms,  and  to  contribute  to  the  better 
agricultural  areas  male  workers,  who  even  though  not  as  skilled  as  the 
workers  who  have  already  been  lost  might  be  trained  to  perform  some- 
types  of  farm  work  much  more  effectively  than  women  or  children* 

To  prevent  disastrous  shortages  of  farm  labor,  drhstic  re- 
duction in  agricultural  production,  is  a prime  concern  of  the  nation. 

It  will  not  be  an  easy  task  in  1943.  It  certainly  will  be  necessary 
for  farmers  to  economize  in  the  use  of  labor  and  to  employ  as  fully 
as  possible 'the  existing  labor  supply,  to  adjust  farming  practices  to 
reduce  or  spread  out  peak  labor  requirements,  to  pool  available  labor 
for  the  fullest  possible  utilization  within  the  community,  to  cooperate 
in  the  use  of  labor  saving  machinery,  and  to  utilize  types  of  labor  not 
usually  relied  upon  extensively,  such  as  women,  children,  and  older  and 
physically  handicapped  people,  wherever  possible.  It  also  may  become 
necessary  to  reduce  the  production  of  high  labor- re ouirement  crops  wher- 
ever substitute  crops  requiring  less  labor  may  serve  the  same  purpose, 
or  where  we  can  dispense  with  the  commodity,  or  get  along  with  less  of 
it,  without  serious  consequences. 

Obviously  the  farm  labor  situation  in  1943  will  be  influenced 
materially  by  the  recruitment  policies  of  the  U.  S.  Employment  Service 
in  the  industrial  as  well  as  in  the  agricultural  field.  The  extent  to 
which  women  are  employed  in  industry  to  replace  men  who  go  into  the 
armed  forces  and  to  fill  requirements  for  additional  labor  will  affect 
the  numbers  recruited  from  farms  to  work  in  industry.  In  so  far  as  ad- 
ditional farm  workers  are  needed  for  war  industries,  intensive  recruit- 
ment efforts  in  areas  of  agricultural  under-employment  would  have  far' 
different  effects  than  heavy  recruitment  in  the  areas  of  high  agricul- 
tural productivity.  The  farm  labor  situation  also  will  be  affected  by 
policies  of  the  Selective:  Service  System  concerning  deferment  of  essential 
skilled  agricultural  workers. 

The  scope  and  size  of  programs  of  the  Department  of  Agriculture  in. 
regard  to  transportation  and  housing  of  needed  workers , to  the  setting 
and  distribution  of  production  goals,  and  to  the  encouragement  of  pro- 
duction, will  also  have  a marked  effect  upon  the  labor  situation  in  1943. 
New  laws  which  may  be  passed,  policies  and  directives  of  the  War  Man- 
power Commission,  farm  wage  policies,  effectiveness  of  programs  for 
training  new  workers  in  agricultural  skills,  and  even  the  weather,  need 
to  be  taken  into  account.  One  of  the  most  important  factors  in  the  farm 
labor  situation  in  1943  will  be  the  extent  to  which  farmers  and  others 
organize  for  the  efficient  utilization  of  agricultural  workers  and  of 
other  persons  in  their  localities  who  can  be  made  available  for  seasonal 
farm  work. 
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At  present  we  can  only  speculate  upon  the  effects  of  some  of  these 
elements  upon  the  farm  labor  situation.  That  it  does  appear  likely,  par- 
ticularly with  a lar^e  and  scarcely  touened  reservoir  of  under-employed 
farm  operators  anc!  with  the  ingenuity  and  de  termination  which  are  charac- 
teristic of  farm  people,  that  the  means  will  be  found,  t:r antiny  favorable 
weather,  to  maintain  agricultural  production  at  a level  near  that  of  this 
year. 


UNITED  STATES  DEPARTMENT  OE  AGRICULTURE 
Washington,  D.  C. 
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EARM  LABOR  PROGRAM  OE  THE  DEPARTMENT 


Address  oy  David  Meeker,  Assistant  Director,  Office  for  Agricultural  War 
Relations,  U.  S.  Department  of  Agriculture,  at  session  of  20th  Annual 
Agricultural  Outlook  Conference,  Washington,  D.  C.,  October  21,  1942. 


I don't  want  to  start  this  discussion  with  the  false  assumption  that  the  Department 
of  Agriculture  has  a program  to  solve  every  phase  of  the  1943  farm  labor  problem 
which  is  all  set  and  ready  for  announcement  today.  Our  farm  labor  problem  is  only  e 
segment  of  the  total  national  manpower  problem,  and  many  of  the  decisions  which  must 
be  made  and  many  of  the  programs  that  must  be  developed  will  be  possible  only  after 
overall  national  decisions  have  been  made  on  manpower  policies.  These  decisions  art 
in  the  making  at  the  present  time. 

Perhaps  we  should  review  some  of  the  activities  and  experiences  of  1942,  since  any 
labor  program  for  1943  must  be  based  on  what  we  have  learned  from  our  activities  and 
experiences  this  year.  Even  during  the  crop  year  of  1941,  indications  pointed  to 
increasing  agricultural  labor  stringencies  during  1942.  The  forces  affecting  the 
agricultural  labor  market  in  1941  were  thrown  into  sharp  focus,  and  immediately 
following  Pearl  Harbor  the  problems  were  greatly  intensified.  The  need  for'  positive 
action  along  several  lines  became  apparent.  In  an  effort  to  meet  the' farm  labor' 
stringencies  of  1942,  necessary  actions  were  planned  along  four  general,  broad 
lines : 

Eirst , action  to  secure  full  utilization  of  the  labor  f orcetngrmally 
employed  in  agriculture. 

Second,  action  to  retain  key  workers  on  farms. 

s 

Third,  action  to  recruit  additional  workers  from  groups  not  normally 
employed  on  farms. 

v 

Finally,  action  to  allocate  production  insofar  as  practical  in 
accordance  with  areas  having  potential  farm  labor  reserves. 

To  effectuate  this  broad  program,  working  relationships  were  developed  with  the 
United  States  Employment  Service,  with  the  Selective  Service  System,  and  with  all 
other  governmental  agencie s having  programs  affecting  the  farm  labor  supply.  In- 
structions to  take  action  on  these  four  fronts  were  sent  by  these  agencies  to  their 
field  representatives.  The  United  States  Department  of  Agriculture  instructed  the 
War  Boards  to  work  with  farmers  in  developing  programs  to  utilize  more  fully  avail- 
able workers.  Reports  indicate  that  their  activities  included  the  intensification 
of  custom  work,  labor  pools,  other  forms  of  "neighboring",  and  various  labor-saving 
farm  management  practices. 

To  assist  in  retaining  key  workers  on  farms,  the  Selective  Service  System  instructed 
local  boards  to  give  consideration  to  granting  occupational  deferments  to  essential 
workers  in  agriculture.  Arrangements  were  made  whereby  the  Department,  in 
Washington  and  through  the  State  and  County  War  Boards  in  the  field,  is  supplying 
the  Selective  Service  System,  including  the  local  draft  boards,  with  information 
about  agricultural  production  and  national  and  local  labor  conditions  necessary  to 
the  proper  classification  of  registrants.  Farmers  improved  housing  and  working 
fcand-itd one  and  in  moat  aro.ag  increased  wage  rates  in  an  effort  to  retain  key 
workers  on  farms, 


In  addition,  the  War  Boards  have  cooperated  with  the  Employment  Service  in  tapping 
numerous  unused  sources  of  farm  later.  The  obvious  sources  were  utilized  first. 

The  Works  Projects  Administration  actively  cooperated  in  transferring  WPA  workers  to 
farm  jobs,  and  the  Civilian  Conservation  Corps  furloughed  boys  for  farm  jobs  as  long 
as  there  was  anyone  to  furlough. 

Arrangements  were  made  for  the  recruitment  of  school  youths,  urban  people  (including 
women)  ,_  and  other  part-time  workers  for  peak  harvest  periods.  In  California,  more 
than  110,000  people  not  normally  in  t'he  agricultural  labor  force  participated  in 
harvesting  this  season’ s crops,  particularly  fruit.  Some  of  these  people  worked 
over  the  weekends;  others  worked  evenings  after  their  regular  jobs  were  done;  and 
still  others,  mainly  women  and  youth,  worked  full  time  through  the  harvest  season. 
Arrangements  made  with  the  War  Relocation  Authority  resulted  in  the  employment  of 
many  thousands  of  Japanese  evacuees  as  agricultural  workers.  In  addition,  Mexican 
and  Canadian  agricultural  workers  were  brought -in  to  the  United  States  under  agree- 
ments ’1th  the  governments  of  Mexico  and  Canada,,  and  transportati  on  was  made  avail- 
aole  to  move  domestic  wo rkers  into  needy  agricultural  areas. 

These  activities  brought  into  light  numerous  problems  which  required  consideration. 
Among  the  more  serious  and  vide  spread  were  the  problems  of  transportation;  housing; 
facilities  for  feeding  workers;  wage  rates;  labor  hoarding;  the  resistance  on  the 
part  of  many  farmers  in  certain  areas  to  employment  of  inexperienced  and  less 
•efficient  hole  than  is  normally  available;  the  inadequacies  in  many  areas  of  the 
means  for  recruitment  and  placement  and  the  inadequacies  of  basic  farm  labor  inform 
mat  ion.  up  on  which  to  base  .policy  decisi  >n'S_and'  formulate  programs  of:  action. 

Inertia  and’  a belief  in  the  possibility  of  continuing  "farming  as  usual"  was.  a 
serious  problem. 

Progress  has  been  made,  but  it  is  c.-rly  a beginning  in  the  solving  of  the  farm  labor 
problem.  Evidence  is  accumulating  dolly  which  indicates  that  the  situation  is 
becoming  increasingly  serious  in  spite  of  all  our  efforts.  The  actions  taken  during 
1942  must  be  enormously  expanded  if  the  problem  of  obtaining  adequate  supplies  of 
farm  labor  is  to  be  solved  in  1943. 

In  addition  to  allocating  increased  production  goals  to  areas  with  a potential  farm 
labor  reserve,  it  will  be  necessary  to  utilize  scarce  labor  as  well  as  scarce 
machinery,  fertilizer,  and  transportation  for  the  types  of  agricultural  production 
most  essential  in  the  war  effort.  The  major  bottleneck  in  agricultural  production 
in  1943  will  be  farm  labor,  and  our  total  national  manpower  shortage  is  so  serims 
that  we  cannot  hope  to  maintain  normal  levels  of  all  agricultural  production  any 
more  than  industry  has  been  able  to  maintain  the  production  of  automobiles, 
refrigerator  s,  washing  machines , -and  other  consumer  durable  goods  that  are  not 
essential  to  the  wanning  of  the  war.  To  sum  up,  the  policy  must  be  to 'allocate 
labor  to  the  products  most  vitally  needed  in  the  war  effort. 

In  preparing  to  attack  the  farm  labor  problem  of  1943,  the  Department  is  actively 
planning:  the  following:  actions: 

First,  workers  must  be  more  effectively  employed  on  farms  of  average 
to  higher  prod.uctivi ty . 

Second.,  the  more  complete  utili  zation-  of  und  eremployed  farm  workers, 
such  as  fuller  employment  of  farmers  on  submarginal  and  subsistence 
farms.  It  is  estimated  that  there  are  about  two  million  such  under- 
employed farm  families  in  the  United  States.  Many  farmers  on  sub- 
marginal  and  subsistence  farms  have,  ad.equate  skills  but  are  so 
hand.i capped  by  poor  land  and  po.or  equipment  that  their  efforts  add 
little  to  the  national  production.  The  potentialities  of  these  farmers 
in  the  agricultural  labor  field  must  be  more  fully  realized. 
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Experience  gained,  in  1942  indicates  the  feasibility  of  recruiting 
these  workers  and  the  placing  of 'them  on  uore  productive  farms  in 
other  areas,  either  as  operators  or  wage  workers.  This  vast  group 
of  farmers  crust  be  given  an  opportunity  to  do  their  part  in  the 
war  prograxi.  Since  farmers  recruited  from  areas  of  surplus 
agricultural  population  cannot'  be  expected  to  have  all  of  the 
. skills  and  experiences  necessary  for  many  types  of  farming  in  which 
it  is  desired  that  they  be  employed,  maximum  utilization  will 
require  provision  for  some  training  for  the  new  activities.  The 
Department  is  taking  definite  steps  to  promote  such  training 
programs. 

Third,  the  program  of  domestic  transportation  of  labor  must  be 
enormously  expanded  in  order  to  correct  the  current  maldistribution 
of  the  labor  supply  and  secure  better  utilization  of  available 
workers.  The  shortage  of  rubber  and  the  rationing  of  gasoline  has 
seriously  curtailed  the  ability  of  workers,  to  transport  themselves. 
Experience  being  pained  now  by  the  Earn  Security  Administration 
indicates  that  government  transportation  of  farm  workers  is  both 
feasible  and  practical.  However,  the  government  cannot  be 
expected  to  transport  all  migratory  workers  for  seasonal  crops,  and 
government  aid  must  be  confined  to.  movements  over  considerable 
distances  for  the  production  of  essential  crops. 

Eourth,  action  to.  tap  nextf  sources  of  labor  must  be.  greatly  inten- 
sified. Although  .women,  school  youth,,  part-time  workers,  and  non- 
' agricultural  people  were  employed  t.c  a considerable  extent  during 
1942  to.  meet  seasonal  peaks,  the  efforts  were  largely  localized. 
Prospects  of  a nationwide  shortage  of  such  workers  for  1943  makes 
necessary • a nationwide  approach  to  the  problem  of  -organizing  and 
musing  the  so  ...workers. 

Eifth,  to  supplement  the  domestic  labor  supply  next  year,  some, 
workers  may  again  be  imported  from  Mexico  and  Canada..  This  year 
approximately  4,000  such  workers  have  already  been  employed, 
principally  in  Maine  and  California.  It  must  be  recognized  that 
the  importation  of  workers  from,  these- countries  will  contribute 
only  to  a very  limited  extent  to  the  solution  of  the  farm  labor 
problem  in  the  United  States.  Mexico,  and  to  a much  larger 
extent  Canada,  are  both  experiencing  difficulties  with  regard  to 
farm  labor  supply.  Workers  who  may  bo  made  available  from  these 
countries  should  be  considered  as  emergency  groups  to  help 
alleviate  local  situations. 

Sixth,  with  increasing  demands  for  workers  in  war  .industries  aid 
the  necessary  expansion  of  our  armed  forces,  vigorous  efforts  must' 
be  made  to  retain  a.  basic  core  of  skilled  workers  on  farms.  A 
cooperative  agreement  was  worked  out  with  the  Selective  Service 
System  early  in  the  year  under  which  State  and  County  U.  S.  D.  A. 
War  Boards  have  provided  the"  Selective  Service  System,  when 
requested,  with  information  on  agricultural  production  and  local 
labor  requirements.  The  War  Manpower  Commission  has  issued  a 
list  of  activities  essential  to  the  war  effort  in  which  agriculture 
appears  fifth  among  the  34  activities  listed..  This  list, 
together  with  lists  of  critical  occupations  in  each  activity,  is 
used,,  by  the  Selective  Service  Boards  as  a guide  in  making  occupa- 
tional deferments.  This  list  is  a.lso  used  by  the  United  States 


Employment  Service  in  referring  worKers  from  non-essential  to 
essential  activities. 

While  this  procedure  has  been  helpful , experience  indicates  that  it  does  not  go  far 
enough  and  recently  an  overall  plan  has  been  developed  to  stabilize  the  employment 
of  workers,  including  operators  and  unpaid  family  labor,  on  dairy,  poultry  and 
livestock  farms.  One  problem  in  effectuating  such  a program  is  the  wide  disparity 
between  farm  and  industrial  wage  rates.  Wages  alone  are  not  the  only  key  to  the 
fan.:  labor  problem.  Farmers  cannot  compete  with  industrial  wages.  Farm  income, 
however,  is  now  high  enough  to  enable  most  farmers  to  pay  higher  wages  and  reports 
indicate  that  adjustments  are  being  made. 

A significant  lesson  to  be  learned  from  our  experience  in  1942  is  that  the 
machinery  for  effectuating  successful  programs  must  be  organized  and  made  effective 
in  each  community  and-  neighborhood,  and  must  reach  each  farm  which  requires  outside 
labor,  hone  of  these  activities  can  be  satisfactorily  carried  out  without  complete 
cooperation  among  farmer  employers,  farm  workers,  and  agencies  of  the  Department, 
the  local  offices  of  the  United  States  Employment  Service,  the  local  boards  of  the 
Selective  Service  System,  and  other  agencies  whose  activities  affect  the  supply  of 
farm  labor.  Similarly,  satisfactory  policies  and.  programs  cannot  be  developed  in 
Washington  without  basic  and  unbiased  factual  information  about  actual  conditions 
in  the  various  counties,  areas,  and  Sta.tes. 

The  shortage  of  farm  labor  is  one  of  the  most  difficult  phases  of  the  total  national 
manpower  problem  and  is  the  serious  problem . confronting  agricultural  producers  in 
1943.  It  is  believed.,  however,  that  a cooperative  program,  developed  along  the 
lines  which  have  been  outlined,  will  assure  sufficient  manpower  for  agriculture  to 
make  possible  the  production  of  the  essential  agricultural  commodities.  We  cannot, 
however,  expect  to  muster  sufficient  labor  to  maintain  production  of  all  of  the 
agricultural  products  we  have  been  accustomed,  to  producing  or  that  we  could  expect 
to  sell  to  consumers,  but  we  believe  we  can  so  manage  our  labor  force  as  to  produce 
the  essential  food  and  fiber  products  so  necessary  for  the  victory  of  the 
United  Nations. 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Washington,  D.  C. 
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MACHINERY  MID  OTHER  PRODUCTION  MATERIALS  PROBLEMS 

i 

"Bricks  Without  Straw" 

Address  by  Sherman  E.  Johnson,  Chief,  Production  and  Supplies  Branch, 
Office  for  Agricultural  War  Relations,  at  20th  Annual  Agricultural 
Outlook  Conference,  Washington,  D.  C.,  October  21,  1942. 


Scripture  reports  that  the  Hebrews  were  requested  by  their  Egyptian 
taskmasters  to  produce  their  previous  quota  of  bricks  without  being  furnished 
any  straw  lor  the  process.  Today  we  don't  use  straw  in  making  bricks,  but  at 
that  time  the  Hebrews  were  given  a seemingly  impossible  task  — to  produce  a 
product  without  one  of  the  materials  essential  to  its  production.  As  a sub- 
stitute for  straw  they  had  to  gather  stubble.  The  record  does  not  indicate 
that  a new  process  of  brick  making  developed  as  a result  of  this  order,  but 

(many  new  developments  have  originated  from  acute  needs  of  that  type. 

The  task  facing  farmers  in  1943  is  somewhat  parallel  to  that  of  making 
bricks  without  straw  in  ancient  times.  Farmers  are  being  asked  to  produce  a 
maximum  output  of  food  with  less  labor,  less  machinery,  fencing,  fertilizer, 
insecticides,  and  Containers  than  were  available  in  1942.  Many  of  us  will 
say  that  this  is  an  impossible  task.  Farmers  can't  produce  without  labor  and 
tools  any  more  than  the  airplane  manufacturers  can  make  airplanes  without 
labor  and  materials  of  production.  This,  of  course,  is  true  if  we  are  short 

I of  all  materials  and  all  labor.  Fortunately  for  farmers,  and  for  the  country, 
there  is  a fairly  wide  margin  of  elasticity  in  farm  production  on  family 
farms,  both  in  the  use  of  labor  and  machinery.  Whether  the  margin  is  wide 
enough  to  maintain  production  at  present  levels  is  a moot  question.  Most  cer- 
tainly the  job  will  be  hard.  But  it  is  difficult  to  say  how  much  production 
will  be  cut  down  because  of  a shortage  of  labor,  of  machinery,  or  of  any  other 
one  production  factor.  However,  an  accumulation  of  shortages  in  labor,  machin- 
ery, and  other  materials  is  much  more  serious  than  a shortage  in  one  factor 
alone.  If  machinery  were  available  it  could  be  substituted  for  labor  to  a 
considerable  extent,  but  in  the  present  situation  this  is  not  possible.  So, 
the  question  becomes  one  of  whether  there  is  enough  elasticity  left  lor  the 
farm  operators  to  carry  on  production  on  a high  level.  In  order  to  throw  more 
light  on  that  question  we  need  to  examine  some  of  the  facts  with  respect  to 
shortages  in  specific  factors. 

Farm  Machinery 

Next  to  labor  (which  has  been  discussed  by  the  previous  speakers)  the 
most  important  shortage  is  likely  to  be  farm  machinery.  The  year  1940  repre- 
sented a fairly  high  level  of  farm  machinery  production.  For  1942,  manufac- 
turers were  limited  to  83  percent  of  their  1940  production  with  a wide  range 
in  limitation  on  specific  machines.  Milking  machines,  for  instance,  were 
permitted  up  to  206  percent  of  1940  production. 


been 


The  limitation  order  for  the  year  beginning  November  1,  1942,  has  now 
signed  in  W.P.B.  providing  for  manufacture  of  machinery  at  a level  equal 
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tc  2C  percent  of  the  average  of  1940-41.  An  allocation  of  steel  and  other 
materials  has  been  made  for  the  last  quarter  of  this  year  which  approximates 
a level  not  much  higher  than  one-fourth  of  the  machinery  produced  in  1942. 
Furthermore , in  the  past  year  there  were  large  inventory  stocks  in  dealers' 
hands,  and  now  there  are  none.  This,  of  course,  results  in  an  extremely 
tight  situation  on  new  farm  machinery  and  equipment. 

Temporary  rationing  of  18  machines  is-  nowr  being  carried  out  ov  county 
rationing  committees.  It  is.  contemplated  that  about  four  times  that  many 
items  will  be  rationed  for  next  year.  The  purpose  to  be  served  is  to  prevent  , 
hoarding,  and  to  try  to  get  machines  in  the  hands  of  farmers  who  can  make  the  ' 
gr.  atest  use  of  them  in  food  production.  If  repairs  are  available  as  needed, 
the  question  is  how  far  old  machines  can  be  repaired  to  do  the  work  for  another 
season.  Fortunately,  it  is  contemplated  that  machinery  repairs  will  be  avail- 
able as  needed,  although  tne  long  delay  in  signing  the  limitation  order  may 
delay  manufacture. 


Fencing  Materials 


Fencing  materials  are  even  more  scarce  than  nev;  iaim  machinery.  There 
are  practically  no  stocks  on  hand.  A request  last  July  for  50  percent  of  the 
5-year  average  manufacture  has  just  recently  been  approved  by  Tf.P.B.  It  is 
now  expected  to  run  lor  the  last  quarter  of  1942  and  the-  first  quarter  of.  1943 
It  will  be  50  percent  in  terms  of  roddage,  with  lighter  gauge,  and  simplifica- 
ticn  of  design  cutting  "weight  down  about  one— third  for  permitted  roddage  to  be 
manufactured.  Fencing  will  be',  rationed  along  with  machinery.  . 


Fertil-zer 

The  supply  of  phosphates  and  potash  seems  to  be  adequate  for  1943  needs. j 
Triple  superphosphate  will  be  somewhat  limited  by  Lend-Lease  shipments,  but 
ordinary  superphosphate  can  be  substituted  to  meet  .phosphate  needs.  Nitrogen-  ] 
supplies  will  be  limited,  out  if  care- fully  handled  we  can  probably  meet  our 
most  necessary  needs.  Rationing* in  some  form  will  be  necessary.  At  present 
it  is  contenpl-'-ted  that  some  500,000  tens  of  oilseed  meals  be  diverted  to 
fertilizer  use.  This  would  relieve  the  shortage  considerably.  W.P.B.  'Chemical* 
Fertilizer  Conservation  Order  No.  LI-23  limited  nitrogen  content  of  grades,  to  begj 
manufactured,  and  specified  that  no  chemical  nitrogen  could  be  used  for  non- 
essential  uses  such  as  lawns,  golf  courses,  etc.,  or  for  fall-sown  grains  for 
harvest.  It  may  be  desirable  to  restrict  uses  still  further. 


Building  Materials 

limitation  Order  L-41,  issued  several  months  ago  by  the  War  Production 
Board,  places  many  restrictions  upon  new  construction  The  purpose  of  the 
Order  was,  of  course,  to  restrict  the  use  of  critical  materials  to  types  of 
construction  that  are  essential  to  the  war  effort.-- 

Under  the  terms  of  this  Order,  a farmer  may,'  without  specific  approval 
of  w.P.B. , make  improvements  to  his  dwelling  costing- not  in  excess  of  $200, 
or  he  may  expend  during  a 12-month  perioc  not  more  than  $1,000  on  any  other 
farm;  buildings.  For  any  new  construction  in  excess  of  these  amounts,  the 
farmer  must  obtain  the  specific  aopreval  of  V.'.P.B.  For  any  new  agricultural 
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construction  beyond  the  specified  exemptions,  the  procedure  is  for  tne  appli 
cant  to  file  Form  PD-200  vdth  his  County  U.S.D.A.  bar  Board,  ihe  application 
then  goes  to  the  State  U.S.D.A.  War  Board,  and  from  there  to  the  Washington 
office  of  A.C.A.A.  An  application  may  be  rejected  at  any  one  of  these  leves. 

If  the  new  construction  is  deemed  essential  to  the  war  effort,  the  aoplica  ion 
is  transmitted  to  the  Construction  Bureau  of  W.P.B.  for  final  approval.  . 

Another  Order  that  definitely  affects  building  materials  is  M-208. 

This  Conservation  Order  was  intended  to  control  tne  distribution  of  softwooc 
lumber  to  essential  uses  in  light  of  their  relative  importance  to  the  war. 

Under  this  Order  the  various  types  of  construction  are  divided,  into  xour 
classes.  The  first  class  (designated  as  List  A)  is  limited  to  defense  co 
struction  carrying  very  high  priority  ratings.  Virtually  all  agricultural 
construction  that  would  be  deemed  essential  to  the  war  effort  i~  listed  i 
Group  B.  A blanket  priority  rating  of  A-l-a  is  assigned  ^o  all  uses  coming 

within  this  group. 

insofar  as  sale  to  the  farmer  is  concerned,  the  M-208  Order  is  quite 
satisfactory,  but  it  does  not  contain  a satisfactory  procedure  whereby  the 
local  lumber  yards  can  replace  material  sold  to  farmers.  This  simply  means 
that  in  time  the  local  dealer  who  sells  largely  to  farmers  would  be  out  of 
business.  In  order  to  correct  this  situation,  the  Lumber  Branch  has  agreed 
to  process  apolications  from  the  local  lumber  yards  to  permit  the  replacement 
of  a reasonable  part  of  their  normal  inventories,  so  that  they  may  continue 
to  supply  the  farmers  with  material  for  essential  uses. 

Nails  are  now  being  produced  at  the  rate  of  75 , 800  tons . per  month  and 
may  be  sold  through  regular  distribution  channels  without  a priority  rating. 
Consequently,  in  most  areas,  except  where  a large  amount  of  war  construction 
is  under  way,  minimum  stocks  are  available. 

Insecticides  and  Fungicides 

Although  tight  supply  situations  exist  with  respect  to  several  insecti- 
cides and  fungicides  it  appears  that  with  careful  handling  the  necessary  needs 

can  be  met. 

Nicotine.-  Recognizing  that  supplies  of  many  insecticides,  particularly 
rotenone  and  pyre  thrum,  might  be  inadequate  because^of  shipping  00^1^^^,^ 
the  Secretary  has  approved  a diversion  program  involvi  g 5 . P . 

tobacco.  Close  to  2 million  pounds  cl  nicotine  suif  ate  will  bem  d^J^  g 

the  tobacco  diversion  program.  With  this  additional  quanta  7 

sulfate  we  will  have  available  about  4 million  pounds. _ This  should  take  car 

of  exnort  requirements  and  normal  uses,  as  well  as  additional  deman  s 

sioned  by  the  shortage  of  other  insecticide  chemicals.  The  Bureau  of  Entomology 

and  Plant  Quarantine  has  worked  up  a program  indicating  where  nicotine  sul 

can  serve  as  a useful  substitute  material. 

Pyre thrum.-  Until  recently  we  had  anticipated  the  arrival  of  abcut 

20  million  ooilds  of  pyrethrum  from  Kenya  Colony  This  ass™onv  lowera 
on  reports  from  the  American  representatives  of  the  Kenya  Colony  grower. 

Owing' to  the  effect  of  the  monsoon  and  the  subsequent  growth  of  pjretfr 
plants  largely  into  leaf  rather  than  flowers,  it  is  doubtful  whether  we  will 
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have  more  than  12  million  pounds  availa  ie.  Of  this  amount  a considerable 
proportion  will  be  needed  for  military  requirements;  consequently,  agricul- 
tur  's  needs  will  have  to  be  held  to  the  most  essential  uses. 

Rotenone ♦-  he  must  now  depend  wholly  upon  South  America  for  our  supply 
of  rotenone-bearing  roots.  Imports  from  this  source  are  not  sufficient  for 
all  needs,  but  it  appears  that  minimum 'amounts  will  be  available  for  the  most 
essential  agricultural  uses.  Dosages  can  be.  reduced  considerably- .without 
affecting  materially  the  degree  of  control  in  many  uses. 

Cooper.-  Copper  is  perhaps  the  most  vitally  needed  of  any  of  the  insec- 
ticides and  fungicides,  since  there  is  no  substitute  for  most  of  its  uses.  It 
is  literally  true  that  without  copper  to  make  Bordeaux  mixture  it  would  be 
impossibly  to  raise  potatoes  in  Maine  and  a], so  in  certain  other  regions. 
Bordeaux  is  also  essential  in  protecting  apple  trees  and  many  other  fruits 
and  vegetables  against  destructive  fungi.  It  is  estimated  that  80  million 
pounds  of  copper  sulfate  are-  consumed  annually  as  a fungicide  and  5 million 
pounds  are  used  in  treating  soil.  In  addition,  about  1 million  pounds  of  the 
red  and  yellow  copper  oxides  and  2 % million  pounds  of  basic  copper  carbonate 
are  used  as  fungicides  and  for  seed  tre  tment.  All  this  totals  to  'the  equiva- 
lent of  13,400  tons  of  metallic  copper.  In  spite  of  this  country's  large 
oroduction  of  copper,  the  demand  for  it  for  making  shells  and  other  .war  mate- 
rials is  even  greater.  It  is  imperative  that  the  dosage  of  copper  fungicides 
be  regulated  to  the  minimum  that  will  give  economical  control.  Potatoes  are 
often  oversprayed  with  Bordeaux  mixture.  Farmers  will  need  information  on 
how  best  to  economize  on  copper  materials. 

Mercury.-  Mercury  has  been  curtailed  in  its  uses  by  War  Production 
Board  Conservation  Order  No.  M-78.  Since  April  1,  the  use  of  mercury  in  the 
manufacture  of  marine  anti-fouling  paint,  turf  lungicides,  and  wood  preserva- 
tion (except  Sitka  spruce)  has  been  prohibited.  However,  85,000  pounds  of 
metallic  mercury  were  allocated  to  the  manufacture  of  organic  mercurials  for 
use  as  se^d  disinfectants  and  this  amount  will  be  increased  to  95,oOO  pounds 
for  1943.  This  should  provide  an  adequate  supply  cf  materials  for  the  treat- 
ment of  -..neat,  oats,  barley,  flax,  sorghum,  and  cotton  seeds.  Moreover, 
certain  strictly  organic  compounds  have  shewn  remarkable  fungicidal  value  in 
preliminary  tests.  These  results  lead  us  to  hope  that  the  demand  for  mercury 
ana  possibly  also  for  copper  for  fungicidal  use  may  diminish. 

kfilcient  Farming  Despite  Labor  ..and  Material  Shortages 

I mentioned  at  the  outset  that  there  was  tremendous  elasticity  in  the 
use  of  resources  on  family  farms  in  this  country.  It  is  the  job  of  extension 
workers  and  others  to  work  with  farmers  in  helping  them  to  stretch  that  elas- 
ticity to  the  utmost  in  the  coming  year.  7.:e  need  tc  develop  new  concepts  of 
what  constitutes  improved  farm  practices  under  a shortage  situation.  Vie  also 
need  tc  acquaint  farmers  with  ways  of  overcoming  shortages' by  the  use  of 
substitute  materials  or  in  other  ways. 

Many  of  our  standard  "improved  practices"  do  not  fit  in  the  present 
situation.  They  will  need  tc  be  modified.  Adoption  of  many  ether  "improved 
practices"  becomes  mere  important  than  ever  in  the  present  emergency  situa- 
tion. To  dc  that  quickly  enough  to  count  in.  1943  will  be  the  most  difficult 
job  of  extension  work  that  has  ever  been  undertaken. 
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One  very  considerable  help  in  developing  practices  to  offset  labor  and 
material  shortages  is  the  relatively  plentiful  supply  of  feed  grains.  It  will 
take  less  labor  and  materials  to  produce  the  additional  meat  from  feeding  hogs 
to  heavier  weights  than  it  would  to  produce  more  hogs.  Moreover,  at  present 
and  prospective  price  relationships  it  will  pay  farmers  to  get  a part  of  their 
output  in  this  way. 

It  requires  less  labor  than  handling  more  cows,  and  no  new  equipment 
to  produce  more  milk  by  feeding  dairy  cow/s  much  more  heavily  than  most  farmers 
have  done  in  the  past.  We  will  have  43  percent  more  oilseed  meals  available 
for  feeding  to  livestock  than  we  had  in  1940.  If  this  could  all  be  used  to 
balance  up  the  protein  in  the  livestock  rations,  a considerable  increase  in 
production  could  take  place  with  scarcely  any  expenditures  of  labor  and  scarce 
materials. 

In  many  areas  of  small  general  farms,  the  machinery  on  each  farm  is 
by  no  means  being  used  to  capacity.  A good  inventory  of  machinery  available 
in  the  county  needs  to  be  matched  against  the  job  to  be  done  for  each  type  of 
machine.  A "share  7/our  machinery  program"  could  then  be  developed  similar 
to  the  present  "share  your  car  programs."  Trading  machine  work  for  labor  at 
standard  rates,  doing  more  custom  wrork,  and  encouraging  cooperative  use  of 
machinery  all  have  a place  in  such  a program.  Along  with  vigorous  machinery 
repair  campaigns  these  steps  may  get  us  over  the  hump  of  1943  machinery 
shortage.  It  won't  be  done  without  considerable  effort,  and  some  crops  may 
be  lost  in  the  process. 

In  the  depression  year  of  1932,  production  was  maintained  at  a high 
level  with  the  purchase  of  not  much  more  machinery  and  other  materials  than 
will  be  available  for  1943*  Labor,  oi  coarse,  was  plentiful,  but  prices  were 
at  give  away  levels.  Next  year  prices  will  be  relatively  high  for  the  products 
which  we  so  badly  need.  Under  normal  weather  conditions  the  inducement  that 
farmers  will  have  through  satisfactory  returns  for  doing  the  job,  as  well  as 
the  prospect  of  service  to  the  country  by  producing  a much  needed  food  supply, 
may  work  greater  wonders  with  1943  production  than  we  can  foresee  at  the 
present  time. 


Adjusting  Marketing  and  Transportation 
to  War  Needs  


F.  L.  Thomsen- 

Head,  Division  of  Marketing  and 
Transportation  Research,  Bureau 
Agricultural  Economics 


Dr.  Thomsen's  discussion  was  based  on  material  which  is  also  con- 
tained in  the  1943  Outlook  issue  of  the  Marketing  and  Transportation 
Situation.  In  view  of  the  shortage  of  paper  and  stenographic  help,  there 
seemed  to  be  no  need  for  separate  mimeographing  of  the  talk.  A copy  of  the 


report  is  attached  hereto. 

The  Marketing  and' Transportation  Situation  is  a relatively  new  . 
publication  of  the  Bureau  with  which  some  State  extension  and  research 
workers  may  not  yet  be  familiar.  Those  who  have  real  need  for  the  report 
and  who  wish  to  be  placed  on  the  mailing  list  should  write  to  the 
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Washington,  D.  C 
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1943  Outlook  Issue  with  Charts 


NONFARM  FAMILY  INCOME  AND  COST  OF  COMPARABLE  FAMILY  FOOD 
PURCHASES.  UNITED  STATES,  1913-41,  AND  AUGUST  1942 
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Family  food  costs  represent  a record  low  proportion  of  urban 

FAMILY  INCOME.  THIS  REFLECTS  MAINLY  THE  RAPID  INCREASE  OF  INCOMES 
DUE  TO  WAR  ACTIVITY,  AND  RELATIVELY  LOW  MARKETING  CHARGES  ARE  A 
CONTRIBUTING  FACTOR. 


Table  1.-  Nonfarm  family  income  and  cost  of  family  food  purchases,  1913  ~ 1942 


Family 


Tear  and.  month 


income 


Dollars 


1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 
193* 

1935 

1936 

1937 

1938 


1,046 


1,013 

1,029 

1,176 


1.329 


1.857 

1,599 

1,629 

1,810 

1,829 

l!9?7 

1.942 

1,979 

1,762 


1.505 

1,159 

1,105 

1,251 

1.33S 

1,548 
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1.956 


1935-39  average 


1,506 


1942  - 

Jan 

Feb.  . . • • . 
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.tor 

May  ..... 
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July 

Aug 


2,152 

2,173 

2,200 
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2,259 

2,313 

2,342 
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; of  all  : 

of  58  : 

All 
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foods  : 

foods 

: foods 

Dollars 

Dollars 

Percent 
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31 

24 
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258 

33 

25 
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258 

32 

25 
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3 

36 

36 

24 

28 

28 
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38 

29 
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& 

37 

33 

28 

25 
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30 
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28 
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27 

a 

542 

410 

28 
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29 
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28 
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27 
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27 
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29 

22 
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28 

a 

353 
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30 

23 

3% 
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31 

^ LTl 

CVJ  CVJ  CV1 
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409 
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31 

31 

4i3 
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27 

22 
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27 

22 

399 
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27 

22 

388 

3ii 

25 

20 
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430 
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342 

24 

22 

19 

17 

408 
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27 

22 

474 

378 

22 

18 

476 

381 

22 

18 

4s4 
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22 

17 

488 

386 

22 

17 

496 

392 

22 

17 

502 

398 

22 

17 

508 

401 

22 

17 

514 

402 

22 

17 

Comparisons  in  this  table  are  very  rough  estimates  which  refer  to  the  typical  work- 
ingman's family  of  4.9  persons  representing  the  average  obtained  in  the  1918-19  Cost 
of  Living  Survey  of  the  U.  S.  Bureau  of  Labor  Statistics.  The  survey  averages  were 
$1,513  Tor  family  income  and  $548  for  total  food  expenditure,  and  it  was  assumed  that 
these  represented  the  calendar  year  1918. 

The  series  of  fanily  income  estimates  was  obtained  by  applying  to  the  $1,513  1918 

changes  in  per  capita  nonagricultural  income  payments  to  individuals.  The  series  of 
fanily  coBt  of  all  goods  was  obtained  by  applying  to  the  $548  cost  in  1918  changes  in 
the  index  of  retail  food  prices  as  computed  by  0.  S.  Bureau  of  Labor  Statistics.  The 
cost  of  58  foods  is  from  table  1 of  this  report,  These  series  should  be  interpreted 
with  care.  Both  the  cost  of  all  foods  and  the  cost  of  58  foods  refer  to  fixed 
quantities  of  each  food  as  purchased  in  1918.  Under  circumstances  of  changing  income 
and  changing  food  prices  a typical  family  would  alter  quantities  purchased  and  alter 
the  food  outlay.  The  comparisons  do  show  the  costs  at  which  a family  could  purchase 
identical  quantities  of  foods  and  what  share  of  income  this  would  require  in  each  year 
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THE  MARKETING  AND  'IRAN  'SPORT  AT  I ON  OUTLOOK  FOR  1943 


General  Summary  

Transportation  

Marketing  Facilities  and  Methods  

Marketing  Margins  and  Costs  

Regular  Monthly  Review  and  Tables 
Outlook  Charts  


General  Summary 

Adjustments  in  agricultural  production  to  meet  wartime  needs  took  place 
soon  after  the  outbreak  of  war.  Despite  the  cutting-off  of  many  foreign  markets, 
however,  the  marketing  and  transportation  systems  continued  to  operate  without 
much  change,  at  least  until  the  advent  of  price  ceilings  last  spring.  Although 
the  effects  of  the  war  on  marketing  and  transportation  w ere  delayed,  they  may  in 
time  be  even  greater  than  the  impact  on  production.  Conditions  are  now  developing 
which  indicate  that  many  drastic  adjustments  in  marketing  and  transportation 
facilities  and  methods  are  inevitable. 

The  livestock  marketing  and  transportation  system,  must  be  adjusted  to  a. 
volume  of  operations  never  before  achieved,  with  the  critical  period  coming  in 
I943-.44  when  marketings  ahe  expected  to  reach  a wartime  peak  and  truck  transporta- 
tion facilities  will  have  been  depleted.  Many  important  adjustments  also  are 
1 called  for  in  the  livestock  and  meat  trades,  as  a result  of  the  diversion  of  cer- 
tain livestock -product s from  civilian  to  war  uses  and  the  imposition  of  price 
ceilings. 

A shortage  of  materials  and  tin  cans,  together  with  price  ceilings  and 
ohher  developments,  promises  to  effect  a virtual  revolution  in  fruit  and  vegetable 
marketing  conditions.  The  large-scale  substitution  of  domestic  for  imported  fats 
. and  oils  has  created  many  problems,  since  processing,  storage  and  transportation 
facilities  are  not  well  adapted  to  handle  the  enormous  crops  of  oilseeds  now  being 
grown  domestically.  Dairy  and  poultry  marketing-  are  vitally  affected  by  the 
shifting  needs  for  the  several  finished  products,  and  by  the  prospective  critical 
situation  in  track  transportation,  which  plays  such  an  important  part  in  the 
marketing  of  these  as  well  as  other  farm  products. 

The  advent  of  price  controls,  which  are  likely  to  become  more  rather  than 
less  complicated  as  the  wa r progresses,  and  the  imminence  of  food  rationing  with 
respect  to  commodities  which  may  have  been  considered  surpluses  not  long-ago, 

| further  complicate  the  marketing  situation. 

We  are  approaching  the  limits  of  our  capacity  to  expand  the  transportation 
system  as  a whole.  In  addition,  the  efficiency  of  the  agricultural  trucking 
system  may  decline  at  a greatly  accelerated  rate,  at  the  very  time  that  our  rail- 
way transportation  system  will  find  it  most  difficult  to  take  on  new  burdens. 

Thus  far  during  the  war  the  marketing  and  transportation  system  has  done  a 
good  job  in  meeting  increased  requirements,,  while  at  the  same  time  reducing  the 
over-all  per  unit  charges  for  its  services,  although  freight  rates  have  increased. 
The  big  increase  in  consumer  expenditures  for  foods  has  been  passed  back  in  full 
to  the  farmers  in  the  form  of  higher  prices.  But  an  upward  trend  of  wage  rates 
and  other  costs  in  marketing  and  transportation  industries  points  to  an  early 
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reversal  of  the  downward,  trend  of  marketing  margins  which  has  been  in  effect  in 
recent  years.  If  margins  should  be  forced  upward  as  much  as  certain  possibilities 
indicate,  the  repercussions  on  farm  prices  and  income,  as  well  as  on  price 
ceilings  and  marketing  practices,  would  be  far  reaching. 

i : a ’ 

This  general  outlook  for  marketing  and  transportation  in  19U3  and  as  long 
as  the  war  lasts  points  to  the  need  for  vigorous  action  by  producers,  middlemen, 
consumers  and  Government  agencies  in  order  to  anticipate  bottlenecks  before  they 
arise  and  bring  about  their  solution. 

THE  TBANSPOKEAT ION  OUTLOOK  FOB  1943 

Measured  in  ton  miles  and  passenger  miles  the  volume  of  rail  traffic  in 
1042  will  probably  exceed  that  in  194l  by  the  following  percentages:  JO  percent 
for  freight  traffic  and  50  percent  for  passenger  traffic.  There  is  every  indi- 
cation that  the  volume  will  continue  to  rise  in  19^+3  but  that  the  rate  of  in- 
crease will  not  be  as  great  as  in  1942.  Industrial  production  is  expected  to 
increase  further,  and  troop  movements  will  also  increase  in  1943.  As  the  use  of 
motor  cars  declines  because  of  gasoline  and  rubber  tire  shortages,  the  difficulty 
of  obtaining  replacement  parts,  and  the  loss  of  workers  to  the  military  forces 
and  to  competing  industries,  additional  freight  and  passenger  traffic  will  be 
diverted  to  the  railroads.  The  railroads  are  also  certain  to  have  to  carry 
unaccustomed  loads  shifted  from  the  water  carriers,  such  as  the  oil  shipments  to 
the  eastern  States,  the  coal  movements  into  New  England,  and  grain  movements 
from  the  head  of  the  Great  Lakes  into  the  East.  Balanced  against  these  increases 
will  be  the  decline  of  production  and  hence  of  transportation  requirements  for 
civilian  goods.  However,  the  net  change  will  be  an  increase  in  traffic  amounting 
to  perhaps  as  much  as  Ip  percent  more  in  19^3  than  in  1942.  Agricultural 
traffic  is  expected  to  be  somewhat  larger  on  the  average  in  1943  than  in  1942. 

Many  uncertainties  are  involved  in  making  this  prediction  of  the  volume  of 
traffic  the  railroads  will  have  to  carry  in  1943*  A zoning  or  certificate 
system  which  will  deprive  sellers  of  distant  markets  and  mat  down  ton  miles  may 
be  used.  The  production  of  civilian  goods  may  be  concentrated  in  such  a way 
as  tc  minimize  the  demands  upon  the  transportation  system.  Production  in  the 
vvar  plants  may  be  rearranged  with  an  eye  to  lessening  the  volume  of  traffic. 

Also,  many  goods  have  moved  to  their  destination  and  need  not  be  replaced  in  the 
future.  This  category  includes  capital  goods,  lend-lease  materials,  and  building 
materials.  Passenger  can  traffic  may  else  level  off  in  194-3*  The  armed  forces 
will  doubtless  increase  their  personnel,  but  at  the  same  time  increasing  numbers 
will  be  stationed  abroad,  thus  offering  no  demand  for  rail  service  at  home. 
Possibly  aircraft  will  be  used  to  carry  an  increasing  number  of  passengers, 
especially  Government  officials  and  military  personnel. 

A tight  car  and  locomotive  situation 

The  prospects  for  moving  all  of  this  larger  traffic  in  1943  a re  not  bright* 
Already  the  railroads  are  feeling  the  strain,  although  they  have  thus  far  success- 
fully handled  the  great  increase  in  traffic  which  has  developed  in  the  past  3 
years.  Hie  number  of  cars  and  locomotives,  however,  has  remained  practically 
stationary,  end  there  is  very  little  likelihood  that  steel  arid  other  necessary 
materials  can  be  made  available  for  nev/  construction.  The  carriers  are  even 
experiencing  difficulty  in  securing  sufficient  materials  to  repair  and  maintain 
existing  rolling  stock  and  equipment.  As  cars  and  locomotives  wear  out  and  have 
to  be  retired  from  service,  the  odds  areg;od  that  the  total  supply  will  be  less 
in  1943  than  in  1942. 


While  the  car  supply  situation  is  tight,  the  locomotive '.outlook  is  even 
more  unsatisfactory.  1/  The  number  of  stored  serviceable  locomotives  has  already 
reached  a record  low  level,  and  assistance  from  this  source  is  not  to  he  expected. 
A similar  reduction  in  the  number  of  unserviceable  locomotives  capable  of  repair 
has  also . occurred.  As  traffic  rises  toward  the  October  peak  this  year,  the  small 
surplus  of  serviceable  locomotives  which  existed  in  August  will  probably  entirely 
disappear.  The  situation  will  become  worse  as  peak  traffic  conditions  are 
encountered  in  the  fall  of  19^3* 

A partial  solution  of  the  tight  locomotive  supply  situation  would  be  to 
use  the  existing  motive  power  more  efficiently.  By  loading  cars  and  t rains  to 
capacity  whenever  possible  and  by  routing  traffic  over  the  most  direct  lines, 
it  would  be  possible  to  increase  the  number  of  tons  hauled  per  locomotive  mile. 
Steps  should  also  be  taken  to  increase  the  number  of  miles  traveled  each  day  by 
freight  locomotives.  Some  railroads  obtain  much  greater  mileage  per  day  from 
their  locomotives  than  others  do  and  this  is  only  partly  attributable  to  the 
nature  of  the  traffic  burden.  One  way  to  bring  about  better  use  of  locomotives 
would  be  to  redistribute  the  motive  power  (or  traffic)  among  the  several  rail- 
roads. Another  way  woifLd  be  to  adopt  on  all  railroads  the  operating  practices 
of  those  railroads  which  excel  in  locomotive  performance.  Perhaps  some  redistri- 
bution of  technical  personnel  would  be  helpful.  A contribution  has  been 

made  by  the  suspension  of  State  laws  limiting  the  length  of  freight  trains. 

The  freight  car  supply  seems  adequate  to  handle  the  prospective  volume  of 
traffic  this  autumn.  The  greatest  present  tightness  is  in  open-top  cars,  which 
are  not  important  in  the  hauling  cf  farm  products.  If  difficulties  in  the  move- 
ment of  farm  products  should  occur  in  the  weeks  immediately  ahead,  they  will 
probably  materialize  because  the  burden  of  the  citrus  fruit  traffic  proves  to 
be  toe  great  for  the  refrigerated  car  supply.  The  situation  in  19^3  will 
generally  be  less  favorable  than  at  this  time,  and  agricultural  traffic  will 
have  to  share  locomotives  and  cars  (except  highly  specialized  equipment)  with 
other  kinds  of  traffic. 

If  shortages  should  materialize  in  the  period  ahead  in  spite  of  all 
efforts  to  utilize  cars  and  locomotives  fully,  shippers  and  travelers  should  be 
prepared  for  a system  of  priorities  which  might  bar  certain  traffic  from  the 
railroads  altogether.  Where  commodities  can  be  shipped  at  off-peak  periods  in- 
stead of  on-peak,  this  should  be  done  to  free  equipment  for  more  important 
traffic  or  for  shipments  that  cannot  be  moved  up  or  retarded  because  of  perish- 
ability. 

Motor  transportation 

In  common  with  the  railroads,  the  motor  carriers  have  hauled  a steadily 
increasing  volume  of  freight  and  passenger  traffic  since  the  outbreak  of  war  in 
1939*  Many  trucks,  perhaps  a majority  of  them,  are  already  operating  at  or 
beyond  their  rated  capacities.  Others  could  be  operated  more  efficiently  if 
they  were  properly  loaded  and  coordinated  among  themselves  and  with  the  rail- 
roads, *et  the  prospects  for  expansion  in  the  volume  of  motor  traffic  are 
definitely  not  favorable.  In  fact,  the  chances  are  good  that  motor  carriers  will 
not  be  able  to  haul  as  much  traffic  in  19^3  as  in  1942.  While  tires,  gasoline, 


1 / The  discussion  of  the  locomotive  situation  which  follows  is  based  upon  a 
report  entitled:  "Bailroad  Motive  Power  Supply  and  Utilization,"  September 
l4,  1942,  prepared  by  Ernest  W.  Williams,  Jr.,  Economist,  National  Pes<  urces 
Planning  Eoard. 
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and  replacement  parts  will  probably,  be  made  available  to  coupon-carrier  trucks 
and  busses,  and  alsc  to  contract  carriers,  providing  they  are  carrying  high 
priority  traffic,  strict  rationing  of  tires  and  gasoline  is  certain  to  be  applied 
on  a nation-wide  basis  to  private  passenger  cars,  merchant  trucks,  and  farm 
trucks.  These  private  motor  carriers  have  heretofore  performed  a major  proportion 
of  total  motor  transportation,  -net  only  in  local  oi  terminal  areas  but  over  the 
read  as  well. 

As  the  situation  tightens,  the  effects  of  shortages  upon  the  volume  of 
traffic  will  depend  upon  the  answers  to  three  questions:  How  much  decline  will 
occur  in  total  motor  capacity?  How  much  of  their  former  load,  will  be  diverted 
to  the  railroads?  Hew  much  of  their  traffic  will  go  out  of  existence?  We  can 
be  sure  that  there  will  be  seme  reduction  of  carrying  capacity,  some  diversion 
of  traffic  to  the  railroads7  and  some  destruction  of  traffic.  But  we  cannot 
begin  to  estimate  these  r eductions  quantitatively  until  policies  toward  gasoline, 
tire,  and  equipment  rationing  are  finally  determined  and  applied. 

Farr,  trucks  in  19^3 


Farmers  will  have  great  difficulty  next  year  in  maintaining  and  operating 
their  trucks  (mere  than  one  million  vehicles)  at  previous  levels  of  efficiency. 
Farm  trucks  are  generally  older  than  commercial  truckpand  will  be  in  greater  need 
cf  parts,  repairs,  and  tires.  A considerable  proportion  cf  farm  trucks  may  have 
to  cease  operation  altogether  by  the  end  of  19^3 • This  will  throw  an  added 
burden  on  ether  farm  trucks  and  on  for -hire  traces,  as  well  as  on  the  railroads. 

Under  the  circumstances,  steps  should  be  taken  at  once  to  coordinate  the 
movement  cf  agricultural  products,  particularly  the  movement  of  livestock  ard 
fresh  fruits  and  vegetables.  Cress-hauling  cf  farm  products  should,  be  minimized 
and  the  present  excessive  long-distance  hauling  of  farm  products  by  trucks  should  i 
be  greatly  reduced.  Some  existing  State  laws  regulating  trucks  will  need  to 
be  suspended,  and  reciprocity  privileges  promoted.  (It  is  reported  that  despite  : 
paper  agreements  between  some  States  on  these  points,  truck  operators  have  been 
fined  by  local  authorities  for  violations  of  those  old  regulations.)  Cooperation  i 
of  farmers  using  privately-owned  trucksmay  have  to  bo  more  actively  promoted, 
possibly  under  Government  supervision.  Farm  trucks  returning  from  markets 
should  bend  every  effort  to  secure  return  loads  through  pooling  arrangements  with 
other  farmers  or  carriers.  It  may  be  necessary  to  accomplish  this  result  by 
compelling  farmers  to  lea.se  their  trucks  on  return  trips.  Bven  on  form- 1 o-market 
trips,  farm  tricks  may  be  pooled  for  use  by  all  farmeis  in  the  community* 

Bates  and  charges 

Railroad  revenues  end  profits  have  increased  with  the  expansion  of  traffic, 
but  the  rate  cf  growth  and  even  total  net  earnings  were  threatened  in  19^1  "by 
rising  costs  ana  particularly  by  the  demands  of  the  rail  unions  for  drastic 
increases  in  wages.  The  demands  were  finally  compromised  la.te  in  19^1  at  an 
estimated  annual  increase  in  cost  of  about  jOO  million  dollars.  The  railroads 
immediately  requested  an  increase  of  10  .percent  in  freight  and  passenger  rates, 
but  received  6 percent  on  industrial  traffic  and  3 percent  on  agricultural 
commodities.  However,  they  were  allowed  the  10  percent  increase  in  passenger 
rates,  which  together  with  the  lesser  freight  rate  advances,  largely  offset  the 
added  costs  involved  in  the  wage  increases.  In  view  of  the  recent  price  and  wage 
stabilizing  policy  adopted  by . the . Government , further  significant  increases  in 
rail  costs  will  probably  net  develop  and  horizontal  percentage  rate  increases 
will  not  be  necessary. 


Motor  carrier  costs  ana  rates  have  also  risen  in  recent  months.  This 
trend,  may  be  arrested,  unless  increased  working  hours  and  overtime  pay  resulting 
from  reduced  highway  speeds  and  general  increases  in  rates  of  pay  for  trucking 
labor  to  keep  it  from- going  into  war  industries  should  become  necessary.  Truck 
operating  costs  are  a very  high  proportion  of  their  total  costs  and  any  set  of 
economic  conditions  which  increases  such  costs  soon  necessitates  revisions  of 
rates  on  most  classes  of  traffic.  In  this  respect,  the  motor  carriers  differ 
from  the  railroads,  whose  operating  costs  are  a much  smaller  percentage  of  total 
costs  than  are  the  motor  operating-  costs.  The  railroads  are  accordingly  in  a 
better  position  than  the  motor  carriers  to  avoid  or  at  least  delay  rate  increases 
when  their  variable  costs  go  up. 

Refrigerator  car  supply  in  relation  to  requirements 

The  refrigerator  car  supply  should  be  adequate  to  handle  the  prospective 
volume  of  traffic  this  fall  and  winter  unless  the  proportion  of  perishable  foods 
shipped  fresh  rather  than  processed,  or  the  proportion  shipped  by  rail  instead 
of  by  truck,  is  materially  increased.  The  decisions  which  will  determine  these 
"if 's"  have  not  yet  been  made,  but  the  possibility  is  that  there  will  be  an 
acute  shortage  of  refrigerator  cars  to  handle  a greatly  augmented  movement  of 
citrus  fruit  and  other  perishable  pioducts  formerly  marketed  in  processed  form. 

Tiie  possibility  of  a refrigerator  car  shortage  during  1943-44  is  stronger. 
Even  with  maximum  loading  of  cars  and  prompt  loading  and  unloading  the  refirgera- 
tor  car  system  in  1942-43  is  in  a position  to  handle  only  the  amount  of  increase 
in  volume  resulting  from  increased  production  of  meats,  potatoes,  and  citrus 
fruits.  Considering  the  traffic  already  in  view,  any  plans  which  would  increase 
the  burden  on  refrigerator  cars  and  locomotives,  such  as  the  diversion  of  large 
volumes  of  fruits  and  vegetables  from  canned  to  fresh  use,  must  be  carefully 
laid  if  they  are  net  to  fail  because  of  the  shortage  of  refrigerated  transporta- 
tion facilities. 

Livestock  transportation 

Transportation  facilities  for  moving  livestock  to  be  marketed  in  the  fall 
and  winter  of  1942-43  apparently  will  be  adequate.  But  with  livestock  trucks 
wearing  out,  locomotive  shortages  promising  to  create  a bottleneck  in  rail 
transportation,  and  even  larger  livestock  marketing  in  1943-44  than  this  winter, 
the  situation  next  year  will  be  acute. 

The  aggregate  transportation  load  for  livestock  will  be  heaviest  in 
October  when  cattle  and  sheep  are  to  be  moved  from  western  ranges  in  relatively 
large  numbers.  The  transportation  load  for  livestock  in  October  1942  is 
estimated  to  be  about  12  percent  greater  than  in  October  19^1,  and  for  the  3~ 
month  period  from  November  to  January,  about  1~[  percent  greater. 

The  trucks  available  fer  transporting  livestock  to  market  this  fall  and  • 
winter  will  be  able  to  handle  at  least  20  percent  more  volume  than  they  handled 
a year  earlier  according  to  estimates  made  by  members  of  the  Corn  Belt  Livestock 
Marketing  Research  Committee  in  a number  of  the  Corn  Belt  States.  This  increase, 
it  is  assumed,  will  result  from  more  efficient  pick-up  service  and  the  loading 
of  trucks  more  nearly  to  capacity,  allowance  being  made  for  a reduction  of  5 
percent  in  the  number  of  livestock  trucks  to  be  operated. 


In  general,  the  locomotive  shortage  is  less  acute  in  the  livestock  pro- 
ducing- regions  than  in  the  industrial  areas.  The  available  rail  stock  cars  if 
fully  utilized  can  handle  at  least  18  percent  more  livestock  in  October,  5 2 
percent  more  in  November,  79  percent  mere  in  December,  and  83  percent  more  in 
January  than  they  handled  in  the  corresponding  months  of  1941-42. 

Even  though  transportation  facilities  for  moving  livestock  are  expected  to 
be  adequate  this  fall  and  winter,  it  is  important  that  they  be  used  as  efficient- 
ly as  possible  in  order  to  conserve  trucks  for  next  year.  Livestock  trucks 
can  oe  conserved  by  any  of  the  following  methods:  (l)  Enforcing  a more  efficient 
pick-up  service  in  the  country  so  as  to  require  less  travel  to  complete  loads; 

(2)  minimizing  cross-hauling;  (3)  using  small  trucks  for  assembling  livestock 
irom  farms  for  delivery  to  appropriate  points,  where  transfer  is  made  to  larger 
trucks  or  railroads  for  transportation  to  markets;  (4)  limiting  pick-up  service 
in  a community  to  one  or  a few  days  per  week;  (5)  establishing  truck  associations 
in  communities  where  they  can  transport  livestock  more  economically  than  private 
truckers;  (6)  avoiding  unnecessary  inter-market  movements  of  livestock,  and 
(7)  insuring  capacity  loads  for  livestock  trucks  and  return  loads  from  market. 

If  the  transportation  situation  becomes  critical,  the  zoning  of  territory  may  be 
necessary  despite  the  difficulties  involved. 

THE  OUTLOOK  FOR  MARKETING  FACILITIES  AND  METHODS  IN  1943 
Livestock  marketing 

The  past  year  gave  rise  to  many  difficult  problems  in  livestock  and  meat 
marketing,  with  indications  that  they  will  continue  in  even  more  critical  form  in 

1943. 

Following  the  imposition  of  price  ceilings  on  hog  products  in  March,  the 
spread  between  the  value  of  hog  products  and  the  price  of  live  hogs  declined 
greatly.  According  to  the  series  compiled  by  the  Department  of  Agriculture, 
the  spread  at  Chicago  fell  from  a higji  of  $1.20  in  the  first  week  of  March  to  a 
low  of  27  cents  in  the  week  ended  August  15.  The  large  cut-out  loss  on  hogs 
threatened  to  close  some  packinghouses. 

This  "squeeze"  on  hog  packers  resulted  from  extreme  competition  among 
packers  for  a supply  of  hogs  limited  in  relation  tc  domestic,  military,  and 
lend-lease  requirements.  There  have  been  other  periods  in  which  such  competition 
for  short  supplies  prevailed,  yet  no  such  cut-cut  losses  were  experienced.  The 
reasons  for  the  recent  difficulties  evidently  were  closely  related  to  the  price 
ceilings  on  hog  products.  .In  times  of  reduced  hog  marketings,  the  packers 
ordinarily  attempted  to  obtain  enough  hogs  to  satisfy  their  customers'  require- 
ments by  bidding  up  the  price  of  hogs.  The  price  of  meat  would  rise,  producing 
a "squeeze"  on  many  packers,  but  in  the  form  of  reduced  volume  of  business  and 
higher  per-unit  operating  costs.  With  price  ceilings  on  hog  products,  however, 
the  squeeze  took  a different  form:  A rise  in  the  price  of  hogs,  with  no  corres- 
ponding rise  of  pork  prices.  It  was  made  all  the  more  severe  by  various  inequal- 
ities in  the  competitive  situation  of  the  different  groups  of  packers  stemming 
from  other  war-time  programs.  The  advantages  enjoyed  by  some  packer  groups 
permitted  them  to  pay  prices  for  hogs  which  competing  groups  could  not  meet 
without  prohibitive  losses. 

The  situation  was  particularly  severe  for  the  smaller  and  eastern  packers 
for  several  reasons:  (l)  The  period  (Maxch)  on  which  ceiling  prices  for  pork 
were  based  was  one  in  which  the  price  differential  on  dressed  pork  between  West 
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and  -Best  was  seasonally  narrow;  (2)  some  of  the  national  packers  were  said,  to 
have  based  their  price  ceilings  on  list  prices  not  as  representative  of  March 
selling  prices  as  the  ceiling  prices  of  many  of  the  smaller  and  eastern  packers 
who  claim  to  operate  more  nearly  on  a one-price  basis;  (3)  the  national  packers 
1 were  said  to  be  able  to  shift  sales  to  markets  in  which  ceiling  prices  were 
highest;  (4)  not  having  as  large  inventory  profits  on  products  processed  last 
i winter  as  did  some  of  the  larger  national  packers,  the  smaller  packers  could  not 
| offset  losses  on  their  current  slaughtering  operations  with  profits  on  sales  from 
inventory;  (5)  the  larger  federally- inspected  j^ackers  generally  had  a bigger 
share  of  the  relatively  profitable  lend-lease  business,  and  by  adding  this  to 
! their  regular  domestic  trade,  were  sometimes  able  to  reduce  per-unit  cost  of 
operation  materially. 

A closely  related  problem  was  the  "meat  shortage"  which  received  much 
j:  public  attention  during  the  summer.  Actually,  about  a normal  volume  of  meat  for 
; the  season  of  the  year  was  moving  into  domestic  consuming  channels.  But  the 
I varying  price  ceilings  on  meats  in  the  several  markets  caused  the  partial 
i diversion  of  supplies  from  those  with  lower  ceiling  prices  to  those  with  higher 
j ceilings,  thus  creating  acute  shortages  in  markets  unfavorably  situated  in  these 
and  other  respects.  Moreover,  the  rise  in  consumer  income  generated  by  the  war- 
time industrial  activity  caused  consumers  all  over  the  country  to  demand  larger 
than  usual  quantities  of  meat  at  the  ceiling  prices.  Ordinarily,  retail  meat 
prices  would  have  risen  enough  to  offset  the  increase  in  income,  thus  "equating" 
the  effective  demand  with  the  available  supply.  In  the  absence  of  these  price 
adjustments,  the  supply  of  some  kinds  of  meat  in  some  areas  was  not  sufficient 
to  go  around.  \ 

'The  new  pork  price  ceilings  which  the  Office  of  Price  Administration  has 
announced  will  be  instituted  this  fall  are  designed  to  eliminate  many  of  the  in- 
equities which  contributed  so  greatly  to  the  squeeze  on  certain  groups  of  packers 
and  to  the  regional  pork  shortages.  In  response  to  the  demands  of  packers  for 
action  to  eliminate  the  squeeze,  the  Office  of  Price  Administration  also  has 
announced  the!  it  is  considering  the  inauguration  of  ceiling  prices  on  live  animal 

Itmdamentally,  all  these  marketing  problems  stem  from  the  fact  that  the 
demand  for  meats  has  increased  faster  than  the  suoply  of  meats  left  available 
for  civilian  consumption  after  deducting  lend-lease  and  military  requirements. 
Because  the  large  seasonal  increase  in  meat  supplies  this  winter  will  provide 
only  temporary  relief,  the  situation  will  become  critical  again.  Best  long-run 
solution  to  the  problem  wouldbe  rationing  of  meats  for  civilian  consumption. 
Thereby  the  effective  demand  for  meats  would  be  brought  into  line  with  the  supply 
available  for  civilians,  thus  reducing  the  pressure  on  distributors  and  packers, 
^eat  supplies  would  then  be  distributed  more  equitably  among  all  communities  and 
families,  and  packers  would  not  be  compelled  to  bid  up  the  price  of  hogs  unduly 
in  attempting  to  satisfy  the  requirements  of  their  trade.  Eationing  also  would 
make  possible  the  orderly  diversion  of  meats  to  military  and, lend-lease  uses. 

But  because  rationing  of  meats  is  too  complicated  a process  to  be  inaugurated 
immediately,  the  allocation  cf  meat  supplies  to  different  groups  of  buyers  will 
be  used  in  the  meantime  to  accomplish  seme  of  these  objectives. 

All  of  these  developments  have  a direct  bearing  upon  the  outlook  for  live- 
stock and  meat  marketing  in  1943 . The  prospects  are  that  solutions  will  be  found 
for  most  of  the  problems  which  have  been  outlined  above.  The  big  problem  will 
then  be  one  of  handling  the  increased  volume  of  livestock  marketings  so  as  to 
obtain  maximum  output  of  meats  and  other  livestock  products.  With  the  production 
of  livestock,  particularly  hog£,  already  at  record  levels,  there  has  been  some 
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question  regarding  the  ability  of  processing  facilities  to  handle  the  peak  move- 
ment of  hogs  this  winter.  Available  data  indicate  that  there  will  be  no  over- 
all shortage  of  processing  facilities  in  1942-43.  The  critical'  element  in -the 
situation  is  net  killing  facilities,  which  are  fully  adequate,  but  chilling  and 
storage  facilities  for  meat.  The  margin  of  safet5r  is  not  large  in  some  areas,  and 
it  may  b^  best  to  be  prepared  for  an  emergency  in  case  it  develops. 

The  following  contingencies  are  to  be  guarded  against:  (l)  Congestion  at 
individual  slaughter  points  or  terminal  .markets,  which  would  contribute  to  cross- 
hauling,  marketing  at  undesirable  weights,  increased  shrinkage  and  other 
inefficiencies,  as  well  as  to  consumer  dissatisfaction;  (2)  undue  seasonal  de- 
pression of  hog  trices  arising  from  such  congestion  and  from  the  fact  that  packers 
may  be  able  to  get  all  the  hogs  they  need  for  efficient  operation  without  paying 
a price  fully  commensurate  with  the  over-all  supply  and  demand  situation;  and 
13)  marketing  of  hogs  at  too  light  weights,  which  might  occur  as  a r esult  of 
producers’  attempts  to  avoid  certain  price  developments  including  a possible  market 
penalty  on  heavy  hogs  later  in  the  season. 

One  of  the  proposals  designed  to  avoid  these  difficulties  calls  for:  A 
permit  system,  under  which  individual  producers  could  market  hogs  only  at  a 
specific  time  for  which  a permit  had  been  obtained  either  from  commission  firms 
operating  at  the  public  stockyards  and.  packing  plants  buying  direct,  cr  from 
marketing  committees  working,  in  the  areas  of  production.  Other  proposals  are  for 
control  of  loadings  in  the  country  by  livestock  transportation  agencies;  purchases 
by  a Government  agency  of  live  hogs  at  any  point  marked  by  serious  congestion,  for 
shipment  to  other  points  where  there  is  excess  capacity;  and  support  of  the  price 
of  hogs,  particularly  heavy  hogs,  preferably  during  a period  following  the  heavy 
movement  in  December  and  January.  This  would  encourage  the  holding  of  hegs  for 
feeding  to  heavier  weights,  and  discourage  panicky  marketing  at  unduly  low  prices 
in  mid-winter. 

Regardless  of  what  is  done  to  handle  the  peak  movement  in  1942-43,  there 
will  be  an  even  heavier  movement  in  1943-44  if  livestock  production  goals  for 
next  year  are  realized.  Scmemeans  of  insuring  an  orderly  market  movement  may  be 
necessary.  One  way  to  accomplish  this  would  be  to  encourage  a more  even  seasonal 
distribution  of  marketings  by  a rearrangement  cf  breeding  operations  for  the 
spring  crop,  by  feeding  schedules  better  adapted  to  marketing  requirements,  and 
by  control  of  market  price  changes  so  as  to  insure  producers  against  penalty  for 
marketing  their  hogs  at  sue:,  time  as  will  result  in  production  of  maximum  quanti- 
ties of  pork  and  lard  without  congestion  of  marketing  and  transportation  facili- 
ties. 

Fats  and  oils 

Many  problems  .f  transportation,  processing  and  storage  are  expected  to 
develop  in  the  fats  and  oils  situation,  particularly  with  rospect  to  oils  crashed 
from  vegetable  oilseeds.  We  have  long  been  net  exporters  of  lard  anc^net  import- 
ers of  vegetable  oilseeds  and  vegetable  oils.  Until  the  comparatively  recent 
development  of  the  domestic  soybean  industry  and  the  still  later  expansion  of 
the  crushing  of  peanuts  for  oil,  cottonseed  and  some  flaxseed  were  the  only 
domestic  oilseeds  produced  in  sufficient  quantities  to  be  of  any  considerable 
commercial  imp ortance . 

In  consequence,  the  oilseed  crushing  plants  are  located  principally  on 
both  coast s.  in  the  cotton  South,  and  in  proximity  to  seme  large  consuming 
centers,  although  some  crushing  capacity  exi-gbs  in  the  cider  soybean  and  flaxseed 
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producing  regions.  The  increased  production  of  soybeans  required  to  offset 
the  loss  of  imports  of  foreign  oilseeds  ana  the  reduction  in  production  of 
cottonseed  has  taken  place  mostly  in  regions  not  equipped  to  crush  the  beans 
locally.  The  shortage  of  critical  materials  has  made  it  inadvisable  to  construct 
new  mills  located  in  the  seed  and  bean  producing  regions  when  there  is  available 
crushing  capacity  elsewhere  in  the  country. 

The  solution  to  the  problem  of  crushing  consists  of  moving  the  beans  and 
seeds  to  the  mills,  or  of  moving  the  mills  to  the  source  of  production.  While 
technically  feasible,  the  latter  plan  is  practicable  under  war-time  conditions 
only  to  the  limited  extent  that  additional  presses  or  mills  can  be  installed  in 
existing  plants. 

Movement  of  the  beans  and  seeds  to  places  with  available  crashing  capacity 
cannot  be  considered  apart  from  the  question  of  movement  and  storage  of  the 
finished  products.  Movement  to  the  Pacific  Coast  should  be  confined  to  the 
amount  of  oil  and  meal  that  can  be  consumed  .locally,  if  the  long  haul  back  which 
wastes  both  money  and  transportation  facilities  is  to  be  avoided.  The  same 
objection  applies  to  movement  into  the  Smith,  but  with  less  force  because  the 
distances  involved  are  shorter.  If  movement  is  to  the  South,  advantage  should  be 
taken  of  the  Federal  barge  lines  on  the  Mississippi  system.  Traffic  on  these 
lines  is  now  running  about  87  percent  northbound  and  only  13  percent  southbound. 

If  beans  or  seeds  are  moved  to  a plant  which  has  crushing  facilities  only, 
the  problem  arises  of  providing  tank  cars  for  nrvemert  of  the  crade  oil  to  points 
of  further  processing.  Since  tank  cars  are  scarcest  relative  to  needs  of  any 
type  of  railroad  car,  prudent  use  of  our  resources  would  indicate  that  crushing 
be  done  either  in  or  near  plants  manufacturing  shortening  and  margarine,  which  can 
be  transported  North  and  East  in  refrigerator  cars  or  in  boxcars  if  the  products 
are  sufficiently  hydrogenated. 

Storage  must  be  considered  from  several  angles,  particularly  as  W. P.  B, 
order  No.  M-71  (September  22,  1942)  limiting  the  use  of  fats  and  oils  by  manu- 
facturers contemplates  the  building-up  of  a stock  pile  for  future  needs.  Tank 
storage  is  limited.  And  construction  of  new  tanks  at  strategic  points  is 
practically  out  of  the  question  in  tha.t  it  involves  the  use  of  considerable 
amounts  of  steel  plates. 

This  raises  the  question  of  the  keeping  .qualities  of  the  various  oilseeds 
at  various  stages  in  their  processing.  Cottonseed  is  most  perishable  as  seed, 
will  keep  only  reasonably  well  as  crude  oil,  and  will  keep  indefinitely  as 
refined  oil  or  in  finished  products.  Soybeans  will  keep  indefinitely  at  13  per- 
cent moisture  content,  and  can  stand  occasional  moisture  up  to  18  percent  without 
going  out  of  condition.  As  oil,  soybeans  keep  better  in  the  crude  than  in  the 
refined  state.  Peanuts  in  their  raw  state  will  keep  well  under  any  ordinary 
conditions  of  storage.  The  oil  keeps  best  in  the  refined  state. 

These  considerations  may  lead  to  the  conclusion  that  cottonseed  should  be 
crushed  first,  and  that  soybeans  should  be  stored  as  beans  in  the  North  Central 
region  to  the  extent  that  storage  capacity  is  available  on  farms  or  in  elevators. 
Peanuts,  being  already  located  in  the  South,  can  be  crushed  as  desired. 

There  is  every  reason  to’  believe  that  the  many  problems  involved  in  the 
handling  of  oil  crops  can  be  solved  without  undue  use  of  critical  materials  and 
transportation  facilities  if  the  whole  movement  is  carefully  planned. 


Changes  m iruit  ar.A  vegetable  marketing 


War  is  bringing  important  changes  in  the  marketing  of  fruits  and  vegetables, 
Wxtn  „ne  prospective  impact  greatest  in  1943  when  the  major  adjustments  will; have 
to  be  made.  1 

Chiei  among  the  conditions  necessitating  these  adjustments  is -the  shortage! 
o:  materials  ior  making  cans,  which  threatens  to  reduce  greatly  the  velum*'  of 
fruits  and  vegetables  to  be  canned  in  1943.  In  addition,  military  and . lend -lease  fl 
requirements  for  canned  goods  will  absorb  a large  part  of  the  available  supply  of  j 
some  canned  products,  as  well  ns  of  dried  fruits.  Canned  production  normally 
constitutes  about  16  percent  of  total  production  of 'fruits  and  33  percent  of  veg- 
et'  oles.  I'hi s percentage  varies  greatly  for  different  items,  and  severe  curtail- 
ment of  canning  would  necessarily  revolutionize  the  marketing  of  seme  commodities.  , 
Because  of  lack  of  facilities  for  marketing  their  products,  some  producers  may 
find  that  their  entire  market  has  disappeared.  Many  middlemen  handling  these 
products  will  face  drastic  readjustments  of  their  operation.  Consumers  will  have 
to  be  supplied  in  other  ways  with  the  vitamins  and  other  food  elements  ordinarily  ;} 
obtained  from  canned  fruits  and  vegetables. 

Two  things  can  be  done  to  make  up  for  the  shortage  of  canned  fruits  and 
vegetables:  (1)  increased  reliance  can  be  placed  on  other  forms  of  processing, 

principally  packing  in  glass  and  freezing;  (2)  a larger  proportion  of  total 
proauction  may  be  marketed  fresh.  Increased  production  of  dehydrated  fruits  and 
vegetables  will  go  almost  entirely  into  non-civilian  uses. 

According  to  present  indications,  only  a relatively  small  part  of  the  total 
production  of  fruits  and  vegetables  formerly  canned  will  be  put  up  in  glass,  due 
to  the  short  supplies  of  rubber  allocated  to  the  glass  container  industry  for 
capping  the  glass  jars.  Efforts  to  find  a plastic  substitute  for  rubber  for  this 
purpose  thus  far  have  been  unsuccessful.  And,  despite  large  percentage  increases  I 
in  recent  years,  the  total  volume  of  fruits  and  vegetables  processed  by  freezing  ;i 
is  relatively  small.  Due  to  limitations  of  critical  materials,  the  processing  || 
and  distributing  facilities  for  handling  frozen  fruits  and  vegetables  in  orthodox 
ways  probably  cannot  be  expanded  much  further  during  the  war.  An  alternative  is 
to  use  the  facilities  of  the  ice  cream  industry,  formerly  only  partly  utilized 
during  the  winter  season,  f:r  distributing  frozen  fruits  and  vegetables.  Research 
is  now  being  conducted  to  determine  the  extent  to  which  such  a shift  might  be  made. 

Any  very  large  increase  in  the  volume  of  marketings  of  fresh  fruits  and 
vegetables  would  depend  on  the  following  conditions:  (ij  the  adequacy  of  rail  and 
truck  transportation  facilities  to  handle  the  movement  from  producing  tc  consuming 
areas;  (2)  the  extent  to  which  production .might  be  shifted  from  areas  distant 
1 rom  markets  to  nearby  sections;  (3)  the  availability  of  adequate  cold  storage  ; 
facilities;  and  (4;  the  ability  of  distributing  facilities  in  consuming  markets 
t~  handle  the  increased  volume,  particularly  the  dispersion  from  larger  markets 
to  small  towns  and  cities  which  in  the  past  have  depended  more  upon  locally  grown 
products  in  season  and  upon  canned  goods  at  other  times  of  the  year.  This  problem 
is  made  more  difficult  by  the  restrictions  on  truck  transportation  facilities 
which  serve  these  smaller  markets. 

Thus  far  price  controls  have  barely  touched  fresh  fruits  and  vegetables. 

The  problem  is  much  more  complicated  than  it  is  for  most  other  commodities, 
oecause  oi  the  wide  variety  f products  and  qualities,  the  element  of  perishability 
ana  the  extremely  seasonal  nature  of  production  and  consumption.  Price  ceilings 
on  ;resh  fruits  and  vegetables  would  necessarily  affect  methods  of  marketing-  in. 
many  important  ways.  They  might  necessitate  extensive  rearrangements  of  selling 
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territories,  and  would  certainly,  "bring  important  changes  in  sales  and  traffic 
| movement  and  in  the  character  of  operations  of  fruit  and  vegetable  handlers 
everywhere. 

Other  commodities 

Although  wartime  changes  in  marketing  methods  will  be  less  radical  for 
most  other  commodities  than  for  those  discussed  above,  many  minor  adjustments 
' j will  have  to  be  made  in  1943. 

In  the  effort  to  conserve  spa.ce  in  shipments  for  lend-lease  and  military 
purposes,  a greatly  increased  percentage  of  total  egg  production  now  is  being 
dried.  Egg  drying  plants  now  in  operation  have  a capacity  of  about  315  million 
pounds  per  year  based  on  300  days  operation  of  20  to  22  hours  per  day.  The 
prospects  are  that  roughly  a third  more  eggs  will  be  dried  next  year,  as  materials 
have  been  .allocated  for  expanding  drying  facilities  by  another  110  million  pounds. 
Egg  marketings  in  the  coming  year  will  increa.se  in  most  States.  Further  material 
increases  are  likely  in  the  Sourthern  States  where  marketing  facilities  were  over- 
taxed last  spring.  This  may  necessitate  continuation  or  expansion  of  special 
marketing  programs  in  that  area. 

Sales  of  chickens  by  farmers  in  the  United  States  for  1942  as  a whole 
j will  be  16  to  13  percent  larger  than  in  1941.  Since  farm  marketings  during  the 
summer  were  smaller  than  last  year,  much  cf  the  increased  supply  will  be  marketed 
| ln  last  quarter.  In  the  midwest,  where  marketings  for  the  year  will  be  more 

!.  than  25  percent  larger  than  last  year,  receipts  of  live  poultry  at  primary 
I markets  have  been  averaging  more  than  50  percent  larger  than  last  year.  In  some 
sections  of  this  region,  packing  facilities  may  be  overtaxed  this  fall  and  next 
year.  particularly  if  marketings  should  be  concentrated  unduly.  This  presents 
two  problems;  (1)  avoiding  undue  price  declines  because  of  temporary  market 

I)  gluts;  and  (2)  promoting  more  efficient  use  of  marketing  facilities  by  spreading 
marketings  more  evenly. 

i The  principal  programs  in  connection  with  dairy  products  center  around 

the  need  for  obtaining  greater  production  of  dried  milk,  cheese,  butter,  and 
j fluid  milk  in  defense  areas.  The  big  problems  are  how  to  obtain  the  requisite 
I "total  volume/bf  milk  production,  and  how  to  divert  this  production  in  the  proper 
proportions  to  the  various  processed  dairy  products.  The  latter  problem  involves 
; considerations  of  price  supports  and  other  possible  subsidies,  price  ceilings 
j and  possible  rationing  of  dairy  products,  and  other  controls  designed  to  make  the 
j total  supply  go  around.  One  possible  solution  would  be  to  require  a small 

reduction  in  the  butterfat  content  cf  ice  cream  ana  fluid  milk,  and  prohibit  the 
sale  of  certain  products  such  as  whipping  cream,  thereby  diverting  butterfat  into 
butter  and  releasing  enough  of  the  total  milk  production  for  the  required 
additional  production  of  other  dairy  products.  This  would  involve  widespread 
adjustments  by  dairy  marketing  organizations. 

I In  the  hard  red  winter  wheat  area,  wheat  and  other  small  grains  have 

found  storage  in  terminal  and  country  elevators  and  on  farms.  At  the  present 
time  very  little  wheat  still  remains  on  the  ground  for  lack  of  storage  space  as 
was  the  case  during  July  and  August.  In  the  spring  wheat  area,  producers  have 
l use(i  great  ingenuity  in  making  space  available  on  farms  to  care  for  this  year's 
crop.  However,  producers  in  this  area  have  been  handicapped  some  by  excessive 
rains  and  more  recently  by  snow  that  has  fallen  since  crops  were  ready  for 
harvest.  As  a result,  much  grain  still  remains  in  the  fields.  While  it  is 
expected  that  farmers  again  this  year  will  plant  within  the  wheat  acreage  allot- 
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ment,  soil  and  mo Lsture  conditions  are  very  good..  Because  this  will  probably 
result  in  another  better  than  average  yield  in  1943  and  because  there  is  an  all- 
time  record  carryover,  the  outlook  is  for  a storage  problem  oy  the  middle  of  1943 
even  more  severe  than  that  of  this  year. 

Emergency  food  distribution 

The  possibility  of  air  attacks  on  our  large  coastal  cities  gives  rise  to 
questions  about  emergency  food  distribution  facilities.  Extensive  plans  have  Seen 
made  in  some  cities  for  the  care  and  feeding  of  the  population  in  the  event  o.t 
disaster,  but  the  plans  in  'general  have  gone  only  to  the  point  of  requisitioning 
supplies  from  the  usual  sources.  It  is  important  to  note  that  these  sources  wouldB 
be  greatly  disrupted  in  case  of  emergency  by  military  uses  of  transportation 
routes,  and  possibly  by  the  destruction  of  regular  marketing  facilities. 

THE  OUTLOOK  FOR  MARKETING  MARGINS 
AND  COSTS  FOR  FARM  PRODUCTS 


Developments  into  1942 

From  1937  through  1941,  marketing  charges  for  a family  food  basket  declined 
from  193  dollars  to  173  dollars.  No  trend  was  apparent  throughout  1941.  During* 
the  first  6 months  of  1942,  the  margin  rose  to  194  dollars  in  June,  out  has  s -r.c® 
declined  to  186  in  August,  and  189  in  September.  The  September  margin  was  about  I 
1 percent  below  the  pre-war  (1935-39)  average,  whereas  the  cost  of  foods  to  I 

consumers  was  up  22  -percent  and  payments  to  farmers  for  equivalent  quantities  ofB 
farm  products  were  up  53  percent.  Considering  the  pre-war  level  of  margins  and  j 
prices  and  the  higher  general  level  of  prices  now  prevailing,  it  appears  that  a I 
normal  level  for  the  current  food  marketing  margin  would  be  about  205  dollars, 
instead  of  189  dollars. 


The  shrinkage  in  charges  f 
several  years  has  taken  place  in 
of  labor,  indicating  advances  in 
rates. 


or  marketing  food  products  during  the  past 
the  face  of  sharply  increased  hourly  earnings 
the  efficiency  of  labor  use  greater  than  in  wage 


One  factor  responsible  for  this  increased  efficiency  has  been  the 
tremendous  growth  of  super-markets,  one  cf  the  most  efficient  forms  o±  retailing. 
Another  factor  may  have  been  the  prevalence  of  suonormal  returns  to  agencies  J 
engaged  in  food  marketing.  Still  another  factor  may  have  been  the ^ inf laence  of  1 
large  military  and  lend- lease  requirements  for  foods,  which  have  added  to  the  . 
volume  of  business  of  food  handling  establishments  below  the  retail  and  wholesale 
levels,  thereby  lowering  per-unit  costs  of  operation.  Farts  ot  the  marketing  I 
system  which  long  have  suffered  from  excess  capacity  have  been  operated  at  much 
higher  rates  of  output  because  of  these  war— induced  increases  in  business  cji  ® 
record  high  production  of  many  farm  products. 

Total  charges  fer  marketing  cotton  products  from  the  producer^to  the  city 
consumer  rose  very  little  from  the  beginning  of  the  war  into  1----1.  xhc.^havc 
since  advanced  in  line  with  the  higher  prices  of  cotton  products  at  retail.  n 
August  this  year,  marketing  charges  for  a group  of  42  items  of  cotton  clothing  j 
and  household  textiles  purchased  by  a typical  family  amounted  to  28  dollars. 

This  was  31  percent  above  the  pre-war  (1935-39)  average  of  22  dollars.  ompare 
to  pre-war  levels,  costs  of  cotton  items  to  consumers  at  retail  were  up  -5  per- 
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cent,  whereas  payments  to  farmers  for  lint  cotton  were  up  82  percent.  The  rise 
in  cotton  margins  in  1941  and.  in  the- first  part  of  1942  reflected  a "bulge  in  mill 
margins  early  In  1941  when  productive  capacity  "began  to  be  taxed,  and  a later 
increase  in  margins  taken  by  other  agencies  between  producer  and  consumer.  The 
latter  reflected  the  gradual  elimination  of  inventory  profits  which  had  permitted 
agencies  beyond  the  mills  to  continue  operating  for  some  time  without  raising 
prices  for  new  goods  in  line  with  replacement  costs.  An  analysis  of  cost  factors 
in  relation  to  mill  margins  indicates  that  mill  costs  now  have  risen  in  line  with 
the  preceding  rise  in  mill  margins. 

Mill  margins  for  processing  a representative  list  of  wool  worsted  piece 
goods  did  not  rise  a3  rapidly  throughout  1941  as  mill  margins  for  cotton  products. 
Such  margins  in  October  1941  were  at  levels  equal  to  those  prevailing  during  the 
first  quarter  of  1938.  Margins  rose  shaprly  to  April  1942,  however,  and  like 
cotton  mill  margins,  appeared  abnormally  high  in  relation  to  price  levels. 

Labor  costs  make  up  between  a third  and  a half  of  total  costs  of  marketing 
farm  products.  Over  a period  of  several  years  labor  efficiency  has  advanced  more 
rapidly  than,  hourly  earnings  of  labor  so  that  labor  costs  per  unit  of  product  have 
declined.  There  is  evidence  that  this  trend  has  been  retarded  and  in  some  cases 
reversed  during  the  past  year,  due  largely  to  the  less  of  skilled  and  efficient 
laoor  to.  war  industries  and  the  military  forces.  The  War  Labor  Board  recently 
announced  a policy  of  approving  increases  in  basic  wage  rates  equivalent  to  the 
rise  in  cost  of  living  above  the  level  of  January  1941.  Hourly  earnings  in 
transportation,  wholesaling,  and  retailing  have  lagged  behind  the  rise  in  cost  of 
living  over  January  1941,  although  increases  in  hourly  earnings  in  processing 
industries  have  exceeded  the  rise  in  cost  of  living.  In  food  marketing  as  a 
whole,  wage  rates  probably  would  have  to  advance  about  3 percent  to  equal  the 
rise  in  the  cost  of  living  over  January  1941.  This  would  amount  to  an  increase 
of  from  1 to  2 percent  in  food  marketing  costs. 

The  outlook  for  1942-43 

An  appreciable  increase  in  marketing  margins  for  food  products  has  occurred 
in  the  last  few  months.  Although  this  may  have  been  partly  seasonal  in  character, 
there  are  indications  that  this  trend  may  continue  at  least  into  the  first  part 
of  1943,  Among  the  factors  pointing  in  this  direction  are:  (l)  the  possibility 
that  many  super-markets  may  be  forced  out  of  business  or  have  their  volume 
reduced  because  of  the  automobile  situation;  (2)  the  fact  that  wage  rates  in  food 
marketing  have  not  advanced  as  fast  as  in  manufacturing  industries,  with  further 
rises  likely  to  occur;  (3)  the  prospect  that  margins  on  livestock  products  will 
increa.se  when  supply  is  increased  next  fall,  reducing  the  upward  pressure  on  live 
animal  prices  in  relation  to  meat  prices;  (4)  the  possibility  that  if  military 
and  lend-lease  requirements  increase,  the  volume  of  foods  flowing  through  whole- 
sale and  retail  channels  may  decline  somewhat,  thus  raising  per  unit  costs  and 
margins;  and  (5)  a possible  reversal  in  the  apparent  upward  trend  in  physical 
output  per  man  hour  in  marketing,  because  of  the  loss  of  relatively  skilled 
personnel  to  war  industries. 

A number  of  these  adjustments  should  have  taken  place  by  the  early  part 
of  1943,  and  unless  an  inflationary  spiral  of  costs  and  prices  gets  under  way, 
it  is  probable  that  in  late  1943  margins  will  rise  less  rapidly  than  during 
the  next  6 months 
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Farmers  receive  most  of  increase  in  consumer’s  expenditures  for  foods 


Charges  for  marketing  farm  food  products  have  not  increased  appreciably 
during  the  entire  war  period  and  in  comparison  with  the  pre-war  1955-39  average, 
while  food  costs  to  consumers  and  payments  to  farmers  for  food  products  have 
risen  sharply.  In  September  1942,  the  retail  cost  to  consumers  of  a basket  of 
foods  produced  on  American  farms  in  quantities  representing  annual  family  pur- 
chases amounted  to  $405.  This  cost  to  consumers  was  $73  greater  than  an  average 
cost  of  the  same  foods  in  the  pre-war  period  from  1935-39.  'The  marketing  margin 
at  $189  in  September  was  $2  below  the  pre-war  level.  Payments  to  farmers  for 
equivalent  farm  food  products  were  $216  in  September  1942,  $75  higher  than 
comparable  payments  averaged  over  1935-39.  Charges  for  marketing  farm  food 
products  had  been  declining  since  1937  and  continued  the  decline  after  the 
European  war  began  into  1941.  Not  until  recent  months  has  any  appreciable  upward 
trend  been  evident. 

The  farmer’s  share  of  the  consumer’s  food  dollar  rose  to  51  cents  by 
September  1941,  and  has  fluctuated  between  50  and  52  cents  from  that  date  until  j 
July  1942,  In  September  1942  the  farmer’s  share-  was  53  cents  dropping  from  54 
cents  in  August,  while  his  pre-war  share  was  42  cents.  These  appear  to  be  the  I 
highest  shares  g^ing  to  the  farmers  since  1920.  Inuring  World  War  I,  the  farmer' 9j 
share  rose  to  60  cents  in  1917  and  was  running  at  52  cents  and  acove  throughout  i 
the  8 years  from  1913  to  1920.  Consumer’s  food  costs  at  $405  in  September  1S42 
were  $10  or  2 percent  lower  than  in  the  year  1929.  Payments  to  farmers  wt re  10 
percent  higher  than  the  $195  for  1929,  while  the  marketing  margin  was  h recent  ^ 
lower,  Reta.il  costs  of  foods  would  have  to  rise  by  8109  or  2 i percent  above  the  1 
September  1942  level  in  order  to  equal  the  cost  for  the  year  12  ^0 , while  pa^rm-nta 
t^  farmers  would  have  to  rise  $56  (26  percent)  and  the  marketing  margin  by  v53 
(28  percent)  to  reach  1920  levels. 

Foods  taking  smaller  portion  of  risin  • family  incomes 

Working  men's  families  can  bpy  a basket  of  specified  toed  products  iap  thffl 
smallest  share  if  family  income  on  record  since  191e.  Average  - amilj  income  has 
been  rising  more  rapidly  than  food  prices  during  the  last  three  years  and  tnrougffl 
the  firs:  9 months  of  1942,  due  to  higher  wage  rates,  more  hours  work  per  week 
vith  over-time  "payments,  and  more  versons  employed,  estimates  oi  tne  annual  rat$ 
of  average  family  income  for -families  averaging  4.9  persons  reached  a level  of 
$2580  for  September  1942.  This  represented  a rise  of  57  percent  over  the  pre-wax 
average  for  1935-39,  while  the  cost  of  a typical  food  basket  was  up  2o  percent  an. 
the  c^st  if  a basket  of  fo^ds  produced  on  American  i arms  was  up  21  percd. ..  n.e 
basket  of  all  foods  averaged  over  the  5 years  preceding  1940  accounted 
cent  of  family  income,  but  required  only  22  percent  in  September  1942. 

r reduced  on  American  farms 


cost  o:  a 

for  27  percent  of  family  income,  bu 
These  foods  in  the  family  food  basket  which  arc-  . 

>-»  o*?  y r rs'f  v* o ^ T v*  iric o rr. c in  prs— wnr  ^ r ^ - 

dropping  to  17  percent  for  September  1942. 


Results  of  p 
Statistics  about  August 
the  average  annual  r^te  of  income  was 
living  in  cities,  an  increase 
comparison  for  single  persons  shows  an  in 
percent.  According  to  this  survey,  es 
oers'ns  combined  showed  2^  percent  c e expemiturcs 
* . . q -•  .t'  — - - J ^ -*1 . .he  rate  o—  s at  — .. & 


survey  released  by  the  TJ.  S.  Bureau  of  Labor  . j 
1942  showed  that  for  the  first  three  months  of  1942, 
2,217  for  families  of  2 or  more  persons 
of  6-5  percent  over  the  1941  average.  A similar 

me  increase  amounting  to  more  than  1». 
ti mates  for  city  families  and  single 

or  25  percent  of  income, 

- - ""eased  sharply  from  Ip^I 
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into  early  1942  — from  7.2  percent  to  11.3  percent  of  family  income.  For  the 
first  3 months  of  1942,  food  took  27^ "percent  of  total  expenditures,  about  23 
percent  of  income.  In  1941  clothing  took  10.5  percent  of  total  expenditure , 
dropping  to  10.1  percent  for  the  first  quarter  of  1942. 

While  the  results  of  the  survey  made  by  the  Bureau  of  Labor  Statistics 
show  the  percentage  of  income  actually  spent  for  foods  in  1941  and  1942,  ohe 
series  of  costs  of  all  foods  and  cost  of  53  foods  prepared  in  the  Bureau  of 
Agricultural  Economics  for  comparison  with  estimated  family  income  merely  reflect 
changes  in  cost  of  a fixed  basket  of  foods  due  to  changing  prices  and  do  no^  allow 
for  any  variation  in  quantities  of  foods  purchased.  There  is  evidence  that  per 
capita,  quantities  of  foods  consumed  are  somewhat  higher  than  they  were  during  the 
year  1918  to  which  the  nfood  basket”  quantities  apply. 

Charges  for  marketing  food  product s will  probably  rise 

Marketing  charges  on  domestic  farm  fo^d  products  have  remained  at  ab- 
normally low  levels  throughout  most  of  the  war  period  and  particularly  during  ohe 
last  12  months  of  rapid  increases  in  food  prices.  A part  of  this  is  due  to  a 
continuation  of  the  downward  trend  beginning  in  1937,  with  marketing  charges  ±or  a 
family  food  basket  dropping  from  $193  in  that  year  to  $178  in  194i..  During  1^- 
the  marketing  margin  fluctuated  around  average,  and  no  definite  trend  was 
apparent.  A slight  upward  trend  in  margins  has  occurred  during  the  first  6 
months  of  1942,  followed  by  a decline  during  July  and  August,  and  a rise  j.nto 
September.  The  decline  in  margins  over  a period  of  several  years  has  taken  p ac-s 
in  spite  of  sharp  increases  in  hourly  earnings  of  labor,  sharply  accelerated 
during  the  last  year  and  a half.  The  lowering  of  marketing  charges  associated 
with  a rise  in  hourly  payments  to  labor  implies  that  an  offsetting  increa.se  in 
labor  efficiency  has  occurred,  but  there  are  indications  that  labor  efficiency 
as  measured  by  per~hour  output  is  no  longer  increasing  so  rapidly  and  in  some 
instances  is  declining.  This  means  higher  labor  cost  per  unit  oi  product  ar.d 
higher  costs  in  marketing  the  family  food  basket. 

Compared  with  the  pre-war  1935-39  average,  retail  food  costs  in  September 
1942  are  up  22  percent,  payments  to  farmers  are  up  53  percent,  and  the  margin  is 
down  1 percent  for  September  1942.  If  the  marketing  margin  had  risen  in  normal 
relation  to  the  increase  in  level  of  retail  food  prices,  it  would  have  amounted 
to  about  $205  in  September  1942,  more  than  3 percent  higher  than  the  margin  of 
$189  actually  observed. 


It  is  believed  that  a significant  factor  contributing  to  the  decline  in 
marketing  charges  on  foods  occurring  from  1937  through  1941  was  >ne  de  - elop*..e~<, 
of  the  supermarket.  The  supermarket  with  its  high  rate  of  turn-over,  selx - 
service,  and  large  average  sale  has  reduced  labor  requirements  and  inventory 
costs  in  food  retailing.  Supermarkets  handle  a substantial  share  oi  retail  foo^ 
sales  and  their  competitive  influence  is  felt  thoughout  one  fi-li  0j-y00  ~ 

ing.  It  is  believed  that  increasing  difficulty  in  local  transportation  an 
decline  in  use  of  automobiles  will  probably  lessen  tne  imp  or  u once  jj.  -ip  8 
part icularly  in  rural  areas,  with  a consequent  rise  in  pcr-i-i^  “^r~e  -/i--o  c -r0es» 

Marketing  charges  for  cotton  products  are  normal  for  current  price  levels. 


During  the  first  8 months  of  1942,  payments  to  cotton  farmers  averaged 
12^  cents  out  of  the  dollar  spent  by  consumers  for  a representative ^list  ox 
cotton  clothing  and  household  furnishing  items.  For  the  16  ye  arc  oi  re^-.- 
since  1927,  the  farmer’s  share  has  exceeded  12  cents  only  in  1928  and  1929  when 
the  shares  were  13.2  cents  and  12.6  cents  respectively.  ihe  farmer’s  snare 


the  consumer’s  dollp.r  spent  for  cotton  products  reached  a low  of  4.9  cents  in 
1932,  and  averaged  S.3  cents  over  the  pre-war  years  1935-39.  Charges  for 
marketing  services  "between  cotton  farmers  and  city  consumers  have  absorbed  frnm 
86  cents  to  95  cents  of  the  retail  dollar  spent  for  cotton  products  through  uhe 
years  since  1927,  These  figures  contrast  with  the  shares  going  to  the  marketing 
system  and  to  the  farmer  in  the  case  of  food  products  where  the  division  is 
roughly  50  - 50. 

Cost  to  consumers  for  quantities  of  cotton  clothing  and  household 
furnishing  items  purchased  annually  per  family  amounted  to  $o2.o5  in  August  1942, 
an  advance  of  about  35  percent  over  the  pre-war  1930-39  average.  Estimated  pay- 
ments to  farmers  for  the  quantities  and  qualities  of  cotton  required  to  process 
these  items  amounted  to  $4,04  in  August  1942,  82  percent  above  the  1935-39 
average.  Total  charges  for  marketing  this  list  of  goods  from  farmer  to  consumer 
was  $23.19  in  August  1942,  30  percent  higher  than  the  pre-war  average. 

Consumer’s  cost  of  cotton  articles  in  August  1942  represented  an  increase 
of  $8.37  over  the  1935-39  pre-war  level.  Higher  prices  paid  to  farmers  ior  lint  ! 
cotton  accounted  for  $1.82  of  this  increase,  while  the  balance,  amounting  to  $6.55 
was  made  up  of  higher  charges  taken  by  the  marketing  system  for  its  service. 


Both  the  retail  cost  of  cotton  articles  to  consumer, s and  the  marketing  I 
margin  for  the  last  several  months  exceeded  the  highest  previous  levels  on  record* 
which  occurred  in  1927  when  retail  cost  was  $3i.S2  and  the  margin  was  $28.13. 
Hetail  cost  to  consumers  also  reached  a peak  in  April,  and  have  sinc-o  declined 
about  1 uercent,  due  to  effects  of  the  General  Maximum  Price  Begulaoion. 


Total  charges  for  marketing  cotton  products  between  farm-.r  and  consumer 
during  the  first  6 months  of  1942  appear  to  be  near  normal  in  relation  to  the 
current  level  of  prices  and  to  the  historical  level  of  margins  in  relation  to 
prices.  However,  an  important  component  of  the  over-all  f arm-to-retail  margin, 
made  up  by  Mil  margins  covering  spinning  and  weaving  operations,  rose  to  record 
high  levels  early  in  1941,  and  contributed  materially  to  the  disparity  between 
marketing  charges  for  cotton  products  and  those  for  food  products,  where  the 
latter  are  at  levels  abnormally  low  in  relation  to  prices. 


Cotton  mill  margins  at  record  highs 

Early  in  1941  combined  demands  for  cotton  products  for  civilian,  militerj, 
and  export  purposes  exceeded  normal  capacity  of  mills  performing  spinning  and. 
weaving  functions.  The  margin  charged  by  mills  rose  sharply  iro.j  15,0  cents  m 
January  1941  to  19.8  cents  in  April  of  the  same  year.  This  corresponded  to  an 
advance  in  prices  charged  for  unfinished  grey  cloth  from  ..-,0.2  cents  to  3 . 
per  pound  of  lint  cotton  content,  while  the  wholesale  price  paid  for  cotton  rose  | 
from  10.2  cents  to  11.2  cents.  The  Office  cf  Price  Administration  imposed  a 
ceiling  on  mill  margins  early  in  1941  permitting  the  sales  prices  cf  yarns  an  . 
cloth  tc  rise  in  fixed  ratios  to  higher  prices  paid  for  lint  cotton.  The  margin! 
reached  20.5  in  October  1941.  The  ceiling  on  margins  was  removed  m late  April 
1942,  arid  maximum  prices  on  yarn  and  cloth  constructions  were  imposed  in.  the 
belief  that  the  mill  margins  could  narrow  and  return  higher  prices  lor  lint 
cotton  to  the  farmer  and  to  sellers  in  wholesale  markets.  Mill  margins  widened 
immediately,  rising  from  20.3  in  April  to  21.8  in  June  and  22.0  in  September. 

When  the  Office  of  Price  Administration  shifted  from  control  of  margins  to 
control  of  wholesale  prices  of  products,  the  farm  price  of  cotton  was  about  2 
cents  below  the  maximum  price  exemption  level  specified  in  Section  3-a  of  t e 
Emergency  Price  Control  Act  of  1942,  It  was  felt  that  agencies  in  the  marketing 
svstem,  part icularly  spinning  and  weaving  mills,  were  taking  .,.areins  ^.o  see  - 


excess  of  normal  tha.t  they  cotlld  afford  to  pay  farmers  the  full  exemption  level 
for  their  cotton.  However,  by  June  and  July  f arm  prices  were  about  3 cents 
below  exemption  levels. 

f _ 

An  analysis  of  the  cotton  mill  margins  made  in  terms  of  selected  cost 
factors  indicates  that  margins  were  far  in  excess  of  normal  levels  justified  on 
the  basis  <^f  costs  during  most  of  1941,  at  the  time  the  Office  of  Price  Adminis- 
tration imposed  ceilings  upon  margins  q.t  inflated  levels.  However,  by  April  1942 
cost  factors  had  risen  to  such  an  extent  that  the  prevailing  Hill  margin  appeared 
justified.  Mill  margins  were  analyzed  in  relation  to  (l)  per  unit  labor  costs, 

; (2)  the  level  of  wholesale  cost  of  lint  cotton,  and  (3)  the  rate  of  capacity 

utilization  as  measured  by  the  level  of  spindle  activity. 

. 

Outlook  for  cotton  marketing  margins 

r 

The  status  of  marketing  charges  on  cotton  products  presents  a sharp 
contrast  to  the  status  of  marketing  margins  for  foods.  Apparently  wholesaling 
and  retailing  of  cotton  products  has  not  benefited. from  the  changes  in  the 
institutional  structure  of  the  marketing  system  such  as  has.  occurred  in  the 
distribution  of  food  products.  This  indicates  a possibility  that  the  distributive 
margins  on  cotton  products  could  be  narrowed  under  improved  methods,  particularly 
in  retailing.  There  seems  to  be  little  hope  for  the  narrowing  of  the  mill  margin 
in  view  of  the  current  and  propective  high  rate  of  operation,  high  price  levels, 
and  increased  lab^r  cost.  The  total  f arm-to-retail  marketing  margin  is  now  equal 
to  or  above  levels  which  appear  normal  in  relation  to  price,  and  there  seems  to  be 
little  reason  for  further  widening  of  these  margins,  particularly  if  retail  prices 
and  rates  are  stabilized  near  current  levels. 

Charges  for  marketing  and  processing  cottonseed  are  near  average 


The  spread  between  the  price  paid  farmers  per  ton  of  cottonseed  and  the 
sales  value  of  products  of  cottonseed  crushing  mills  averaged  $17.39  for  the  1941- 
42  season  beginning  in  August.  In  August  1941,  when  crushings  by  mills  were 
relatively  light,  the  margin  v/as  $24.11  per  ton,  dropping  to  $14.71  by  November 
and  averaging  about  $18  during  the  -first  six  months  of  1942.  By  July  when 
crushing  had  again  dropped  to  a low  level,  the  estimated  margin  rose  to  $19.68. 

The  farm  to  mill-sales  price  spread  covers  charges  for  local  assembly  of  seed, 
for  transportation  to  mills,  and  for  crushing. 


Of  the  $24,83  by  which  the  mills  sales  value  of 
exceeds  the  1935-39  pre-war  average,  $22.36  was  passed 
form  of  a higher  price  for  cottonseed,  while  marketing 
the  price  spread  increased  $2.47 


products  for  1941-42 
back  to  farmers  in  the 
charges  represented  in 


Table  2.- 


Avcrage  value  of  cottonseed  products  per  ton  of  seed  crushed,  per- 
centage of  value  attributed  to  each  of  the  four  products,  farm  value 
of  cottonseed,  and  margin  between  farm  price  and  product  values  for 
selected  years  and  months 


Year 

beginning 

August 

Value  of 

products 
per  ton  : 
of 
seed 

1/ 

: Farm 
: price 
: per 
: ton 
* i / 

Actual 

margin 

: Farm  ; Percentage  of  product 

Jprice  as:  value  attributed  to  - 
: percent-:  : : • : 

:age  of  : Crude  :Cake  : :Lint- 

:product  : oil  :and  : Hullsiers 
: value  : :meal  : : 

Dollars 

Dollars 

Dollars  Percent 

Percent 

PercentPercentPercent 

1335-39  average 

40.21 

25.29 

14.92 

62.9 

55.4 

29.2 

4.6 

10.8 

1940 

37-80 

21.72 

16.08 

57.5 

46.6 

31.6 

5-3 

lb.5 

1941  

65.04 

47.65 

17.39 

73.3 

58.2 

25.9 

3.0 

12.9 

1941  - Aug 

58.Q6 

34.85 

24.11 

59.1 

57-4 

26.0 

3^ 

13.2 

Oct.  ..... 

64.6s 

47.6O 

16.48 

74.3 

58.9 

25.3 

2.8 

18.0 

Dec.  

64.96 

48.37 

16.59 

74.5 

57-3 

26.7 

3.0 

13.0 

1942  - Apr 

65.64 

4g.09 

17.55 

73.3 

53-7 

' 24.2 

3-2 

12.9 

May  

65.2s 

i+j.49. 

4o.2b 

17.73 

72.7 

60.4 

23-7 

2.9 

13.0  | 

June 

65.48 

19.22 

7O.6 

6o.4 

23. 0 

3.0 

13.0 

July 

66.0s 

46. mO 

19.68 

70.2 

59.9 

24.1 

3.2 

12.8  J 

Aug.  3/ . . 

65.63 

43.94 

21.69 

67.O 

60.3 

24.2 

3.2 

12.3 

Sept  .J/.. 

65.56 

4^-75 

20.81 

68.3 

60.3 

24.5 

2.8 

12.3 

1 y Mill  product  prices  on  the  basis  of  values  reported  for  each  season  by  the  'i 
U.  S.  Bureau  of  the  Census,  interpolated/ by  monthly  wholesale  market  prices 
of  the  products.  'ani  extrapolated  , 1 

2 / The  monthly  farm  price  is  a weighted  average  of  monthly  prices  received  by 
farmers  including  several  earlier  months  of  farm  sale  to  represent  actual 
payment  to  farmers  for  seed  crushed  each  month.  9 

Preliminary  data. 
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Labor  costs  in  marketing  may  increase 

The  War  Labor  Board  recently  announced  its  policy  to  approve  increases  in 
basic  hourly  wage  rates  to  match  increases  in  the  cost  of  living  over  the  level 
of  January  19^1.  Wage  changes  henceforth  will  depend  upon  policies  of  the 
newly  created  Office  of  Economic  Stabilization  administered  through  the  War  Labor 
Board.  By  mid-August  19^-2  the.  cost  of  living  of  city  families  had  risen  about 
17  percent  over  the  levels  for  January  1941.  Over  the  same  period*  the  hourly 
earnings  of  all  no nagri cultural  wage  workers  rose'  about  19  percent.  This  average 
for  all  no  nagri  cultural  workers  is  heavily  weighted  by  workers  in  manufacturing 
industries  whose  earnings  have  risen  most  sharply.  In  many  nonagricultural 
occupations,  hourly  earnings  have  not  risen  so  much  as  15  percent.  Furthermore, 
the  policy  of  the  War  Labor  Board  applies  to  basic  hourly  wage  rates  which  have 
not  increased  to  the  same  extent  as  have  hourly  earnings,  due  to  inflation  of 
the  latter  by  higher  rates  of  payment  for  overtime. 


Fragmentary  data  indicate  that  from  January  19^1  to  July  19^2,  the  rise  in 
hourly  earnings  exceeded  the  rise  in  basic  wage  rates  by  at  least  2 percent  in 
cotton  processing,  by  something  more  than  1 percent  for  food  processing,  and  by 
less  than  1 percent  in  all  food. marked ng.  The  hourly  earning  in  cotton  pro- 
cessing rose  about  27  percent  from  January  1341  to  July  19^2,  and  it  appears  that 
the  rise  in  basic  rates  far  exceeds t he  rise  in  cost  of  living. 


Despite  the  large  increase  in  wages  granted  to  railway  employees  in 
December  of  last  year,  the  rise  in  hourly  earnings  of  employees  of  Class  I Steam 
Railways  from  January  19^-1  to  July  19^2  amounted  to  only  10  percent  and  basic 
wage  rates  have  increased  even  less.  In  both  wholesaling  and  retailing,  hourly 
earnings  have  not  kept  pace  with  the  advance  in  cost  of  living.  For  food 
marketing  as  a whole,  the  rise  of  hourly  earnings  over  January  19^1  was  about 
12  percent.  This  suggests  that  for  hourly  earnings  in  food  marketing,  a further 
increase  of  from  3 percent  to  5 percent  is  possible  under  administration  of  the 
stated  policy  of  the  War  Labor  Board.  Hourly  earnings  for  marketing  cotton  pro- 
ducts may  show  some  further  increase  due  to  higher  wage  payments  in  transporta- 
tion, wholesaling  and  retailing  enterprises. 


Retarde  labor  efficiency  contributes  to  higfoer  unit  labor  costs 

Until  1941  increases  in  labor  efficiency  as  measured  by  physical  output 
per  man  hour  had  generally  exceeded  the  increases  in  wage  payments  per  man  hour, 
with  a.  resulting  decline  in  per-unit  labor  cost.  The  increased  demands  upon 
the  national  labor  force  beginning  early  in  19^1,  together  with  the  necessity 
for  replacing  skilled  workers  moving  to  better  paid  jobs  with  untrained  workers, 
led  to  a lowered  rate  of  improvement  in  labor  efficiency  and  even  to  a decline 
in  many  cases.  This  development,  in  conjunction  with  rapidly  rising  hourly  earn- 
ings of  labor,  has  brought  about  substantial  increases  in  labor  cost  per  unit  of 
output  for  many  enterprises.  To  the  extent  that  the  shift  of  labor  from 
civilian  into  war  industry  continues,  a further  lowering  of  labor  efficiency 
may  be  expected  for  the  rest  of  19^2. 

Higher  marketing  costs  due  to-  lend-lease  and  military  purchases 

Total  volumes  of  food  and  fibre  products  of  American  farms  moving  through 
marketing  channels  are  at  record  high  levels.  A large  part  of  these  volumes  are 
diverted  from  the  normal  marketing  flow  by  Government  purchase  for  military  re- 
quirements and  for  lend-lease  shipments.  Government  purchase  usually  occurs 
at  the  processing  plant  or  in  the  raw  material  market.  None  of  the  volume 
purchased  by  the  Government  passes  through  retail  markets,  and  little  of  it 
passes  through  the  hands  of  wholesalers.  It  appears  that  the  volume  of  farm 
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products  moving  into  civilian  consumption  will  scon  begin  to  decline,  but  that  the 
volume  taken  by  Government  purchase  will  continue  to  increase.  In  the  early 
stages  of  marketing  in  local  assembly,  storage,  transportation  and  process- 

ing — the  total  volume  of  farm  products,  must  be  handled  including  goods  for 
civilian,  military  and  lend- lease  uses.  This  would  utilize  fully  the  canacity  in 
enterprises  performing  these  functions,  and  permit  efficient  operation  and  re- 
latively low  costs.  On  the  other  hand,  the  reduced  volumes  of  goods  for  civilian 
consumption  passing  through  retail  markets  and  certain  segments  of  wholesale 
markets  will  accentuate  the  state  of  excess  capacity  which  already  exists  in  these 
enterprises,  particularly  in  food  retailing.  This  last  development  would  lead  to' 
higher  cost  in  retailing  and.  wholesaling  of  farm  products.  • 


EaRM-RETAIL  PRICE  SPREADS:  MONTHLY  SIMviARY,  SEPTEMBER  1942 

Hie  farmer's  share  of  the  consumer's  food  dollar  dropped  from  5^  cents  in 
August  to  53  cents  in  September.  Shares  for  both  months  were  record  higjhs  since 
1920.  The  farmer's  share  has  been  5 0 cents  or  more  for  each  month  since 
September  194-1. 


Charges  for  marketing  a family  basket  of  feeds  from  American  farms  to  city 
consumers  rose  nearly  2 percent  from  Augpst  to  September,  but  remained  below  the 
193 5-39  level.  This  resulted  entirely  from  a 1 percent  rise  in  retail  feed  costs 
while  payments  to  farmers  for  equivalent  produce  did  not  change  over  the  month. 


Temporary  maximum  price  ceilings  have  been 


produces  not  heretofore  subject  to  control  except ingCjPresh  fruits  and  vegetables, 
Tne  Office  of  Price  Administration  has  defined  temporary  ceilings  in  terms  of 
dealers'  prices  during  the  5 days, September  28  through  October  2,  and  will 
replace  these  with  permanent  maximum  prices  by  November  5* 


ed  upon  most  important  food 


The  Bureau  of  Labor  Statistics  reports  mid-September  food  prices  0.4  per- 
cent above  mdd- August.  Prices  of  foods  net  limited  by  the  Office  of  Price 
Admins  tration  rose  less  on  the  average  from  August  to  September  than  did  prices 
of  controlled  items  due  chiefly  to  seasonal  declines  for  fresh  fruits  and 
vegetables.  The  advances  in  retail  food  prices  from  May  to  September  were  more 
general  and  much  more  pronounced  fer  items  not  subject  to  price  controlled  items; 
although  September  prices  of  several  seasonal  fruits  and  vegetables  were  below 
May  1 ev  el  s . 


Margins  of  cotton  mills  covering  charges  for  spinning  and  weaving  eperat-ori 
are  at  record  high  levels,  exceeding  22  cents  per  pound  of  lint  cotton  during 
August  and  September. 


Prices  in  wholesale  markets  durirg  the  last  2 vJee<s  of  September  advanced 
slightly  for  unprocessed  farm  products  and  foods,  declined  for  hide  and  leather 
products,  and  remained  unchanged  for  textile  products. 
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Table  3 •-  Annual  family  purchases  of  58  foods  1 J 


Year. 

and 

month 

Cost 
at . 

retail 

: Paid  : 

: to  : 

: farmers  : 

Marketing 

margin 

Farmer ’ s 
share  of 
retail  value 

Dollars 

Dollars 

Dollars 

Percent 

1913-15  (average) 

256 

135 

121 

53 

1920 

514 

' 272 

242  ; 

53 

1929 

415 

■ 195 

220 

47 

1935-39  (average) 

332 

141 

191 

42 

1940 

314 

132 

182  • 

42 

1941 

342 

164 

178 

48 

1941  - Aug. 

348 

. 172 

176 

■ 49 

Sept . 

35? 

181 

176  . 

51 

Oct. 

361  .. 

180 

,181 

50 

Nov.  ■ 

365 

. 182 

183 

50 

Dec . 

366  . 

189 

177  : 

52 

1942  - Jan. 

378 

194 

184  '' 

51 

Feb. 

381 

' 195 

186 

51 

. Mar . 

384 

196 

186 

51 

Apr . 

386 

' 201 

185 

52 

May 

392 

202 

190 

52 

June 

398 

204 

' 194 

51 

July 

401 

209 

192  ' 

52 

Aug. 

402 

216 

186 

54 

y Important  food  products  produced  by  American  farmers  combined  in  quan- 
tities representing  annual  purchase  by  a typical  workingman's  family. 


Retail  price  averages  for  51  cities  from  U.  S.  Bureau  of  Labor  Statistics 


Table  4 Nonfarm  family  income  and  cost  of  family  food  purchases 
for  selected  periods  1 / 


Year 

and 

month 

Family 

income 

2/ 

Retail  : 

cost  of  all  : 
foods  : 

Retail  : 

cost  of  58  : 
foods  : 

Food  cost 
of. 

All  foods 

as  percentage 
income 

: 58  foods 

Dollars 

Dollars 

Dollars 

Percent 

Percent 

1920 

1,857 

688 

514 

37 

28 

1929 

1,979 

540 

415 

27 

21 

1933 

1935-39 

1,105 

• 343  ■ 

264 

31 

24 

average 

1,506 

408 

332 

27 

22 

1941 

1,956 

430 

342 

22 

17 

1942- June 

2,313 

502 

398 

22 

17 

July 

2,342 

508 

401 

22 

17 

„ , 

■ 2,366 

514 

402 

22 

17 

1 / For  sources  of  material  used  in  this  table  see  "Farm-Retail  Price  Spreads, 

December  1941,  p.5"  (Note  at  foot  of  table.) 

2 / New  series. 


Table  5 


Price  spreads  between  the  farmer  and  the  consumer 
- food  products,  September  1942 


' Retail 

commodity 

Table 

No. 

1/ 

Retail 

: Farm  equivalent 

Actual 

margin 

: Farm 

: value  as 
: percentage 
: of  retail 
: price 

Unit 

• » 

• « 

Price:  Quantity  : Value 

• • 

• • 

• i 

• • 

Cents  Cents 

Cents 

Percent 

Pork  products 

11 

1 lb.  prin 

29.9  1,90  lb.  live 

25.8 

4.1 

86 

pork  products 

hog 

Dairy  products 

12 

100  lb.  milk 

413.6  100  lb.  milk  2/214.2 

199.4 

52 

equivalent 

equivalent 

Hens 

13 

1 lb. 

42.5  1.11  lb. 

22.5 

20.0 

53 

Eggs 

14 

1 doz. 

55.2  1 doz. 

34.7 

20.5 

63 

White  flour 

15 

1 lb. 

5.4  1.41  lb.  wheat 

2.4 

3.0 

44 

White  bread 

16 

1 lb. 

8.6  .97  lb.  wheat 

1.7 

6.9 

20 

Corn  meal 

17 

1 lb. 

5.0  1.5  lb.  corn 

2.2 

2.8 

44  ; 

Rolled  oats 

18 

1 lb. 

8.7  1.78  lb.  oats 

2.4 

6.3 

28 

Corn  flakes 

19 

8-o z.  pkg. 

7.0  1.275  lb.  corn 

1.9 

5.1 

27 

Wheat  cereal 

20 

28-o z.  pkg. 

23.9  2.065  lb.  wheat 

3.5 

20.4 

15 

Rice 

21 

1 lb. 

12.5  1.51  lb.  rough 

5.2 

7.3 

42 

rice 

Navy  beans 

22 

1 lb. 

9.1  1 lb.  dry  beans 

4.8 

4.3 

53 

Oranges 

24 

1 doz. 

39.1  1/17  box 

12.9 

26.2 

33 

Potatoes 

25 

1 lb. 

3.2  1 lb. 

1.8 

1.4 

56 

Apples 

35 

1 lb. 

6.2  1 lb. 

2.5 

3.7 

40 

Lamb  products 

37 

1 lb.  prin. 

35.4  2.16  lb.  live 

25.7 

9.7 

73 

lamb  cuts 

lamb 

'i 

Sweet  potatoes 

36 

1 lb. 

6.4  1 lb. 

2.2 

4.2 

34 

Rye  bread 

39 

1 lb. 

9.2  .39  lb.  rye  & 

1.5 

7.7 

16 

.64  lb.  wheat 

Whole  wh.  bread 

40 

1 lb. 

9.9  .92  lb.  wheat 

1.6 

8.3 

16 

Macaroni 

41 

1 lb. 

14.1  1.72  lb.  duram 

2.7 

11.4 

19  ' 

wheat 

Soda  crackers 

42 

1 lb. 

16.6  1.085  lb.  wheat 

1.9 

14.7 

11 

Peanut  butter 

44 

1 lb. 

27.8  1.73  lb.  peanuts  9.8 

18.0 

35 

58  foods 

Annual  family 

Annual  family 

combined 

8 

consumption 

$405.  consumption  $216. 

$189. 

53 

cninr)!  pmpnts 

j — ^ ^ --  -*-*-**  ^ --  _%**•  CO  

entitled  "Price  Spreads  Between  the-  Farmer  and  the  Consumer" . 

_2/  Preliminary. 

Retail  prices  from  the  United  States  Bureau  of  Labor  Statistics. 
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Tufcle  6 Price  spread*  between  the  farmer  and  the  consumer  - food  products,  retail  cries  and  farm  values 
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Table  8 .-  Farm  products:  Indexes  of  prices  at  several  levels  of  marketing, 
1935-39  = 100 


Year 

and 

month 

Cost 

of 

living 

of 

city 

fa- 

milies 

i/ 

Foods 

: 

Fibers 

J 

Whole- 

sale 

prices 

of 

ail 

farm 

pro- 

ducts 

2/ 

:Farm 
: prices 
: of 
: all 
:pro- 
: due  ts 

: 3/ 

Pric  es 
paid 

by 

farmers 

y 

Retail 

prices 

of 

all 

foods 

i/ 

Whole- 

sale 

prices 

2/ 

Farm 
pric  es 
of  58 
foods 

U 

:Retail 
: prices 
: of 
: cloth- 
: ing 

* y 

• 

• 

: Whole-  : 
: sale  : 
: prices  : 
: of  : 

: textile: 
: pro-  : 
: ducts: 
: 2/  : 

Farm  : 
prices.: 

of  : 
cotton: 

and  : 
wool  : 

4 [ : 

, 1913 

71 

80 

81 

95 

69 

81 

111 

94 

95 

81 

, 19H 

72 

82 

82 

97 

70 

77 

97 

94 

95 

80 

1916 

78 

91 

96 

110 

78 

99 

131 

111 

111 

100 

| 1918 

108 

134 

151 

174 

128 

193 

281 

195 

190 

141 

1920 

143 

169 

174 

193 

201 

232 

282 

198 

199 

162 

1929 

122 

132 

126 

138 

115 

127 

167 

138 

137 

123 

1932 

98 

86 

77 

62 

91 

77 

55 

63 

61 

86 

1935 

98 

100 

106 

98 

97 

100 

109 

104 

102 

100 

1936 

99 

101 

104 

108 

98 

101 

114 

106 

107 

100 

1937 

103 

105 

108 

113 

103 

107 

111 

114 

111 

105 

1938 

101 

98 

93 

92 

102 

94 

81 

90 

89 

98 

1939 

99 

95 

89 

89 

100 

98 

85 

86 

88 

97 

| 1940 

100 

97 

90 

94 

102 

104 

97 

89 

92 

99 

1941 

105 

105 

105 

116 

106 

119 

131 

108 

115 

105 

1939  - 

Aug . 

94 

85 

85 

96 

85 

80 

83 

96 

S op  t . 

101 

98 

95 

. 95 

100 

101 

91 

90 

. 92 

98 

1940  - 

Jan. 

95 

91 

94 

110 

101 

94 

93 

98 

liar . 

100 

96 

89 

91 

102 

104 

99 

89 

91 

99 

July 

97 

89 

91 

102 

96 

88 

89 

98 

; 1941  - 

Aug. 

106 

108 

110 

122 

107 

124 

149 

115 

123 

107 

Sept . 

108 

111 

113 

128 

111 

126 

168 

120 

131 

109 

Oct. 

109 

112 

112 

128 

113 

128 

160 

118 

131 

112  • 

Nov . 

110 

113 

113 

130 

114 

128 

154 

119 

127 

113 

Dec. 

110 

113 

114 

134 

115 

129 

157 

125 

135 

115 

1942  - 

Jan. 

112 

116 

119 

138 

116 

132 

164 

133 

140 

117 

Feb. 

113 

117 

120 

138 

119 

134 

133 

137 

118 

Mar . 

114 

119 

122 

139 

124 

136 

174 

135 

137 

121 

Apr. 

115 

120 

125 

143 

126 

138 

183 

138 

141 

121 

May 

116 

122 

125 

143 

126 

138 

184 

137 

143 

122 

June 

116 

123 

126 

145 

125 

137 

176 

137 

143 

122 

July 

117 

125 

125 

148 

125 

137 

178 

139 

142 

122 

Aug. 

117 

126 

127 

153 

125 

137 

174 

140 

152 

122 

Bept, 

- 

127  5/  129 

153 

- 5 

/ 137 

179  5/ 

111 

151 

122 

1/  From.  "Changes  in  Cost  of  Living"  Bureau  of  Labor  Statistics. 

2 / Calculate,!  from  figures  of  the  Bureau  of  Labor  Statistics. 

3/  Based  on  figures  published  by  the  United  States  Department  of  Agriculture. 
4/  Cotton  and  wool  prices  weighted  by  production  in  the  period  1935-39. 

5/  Preliminary  estimate. 
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CHARGES  FOR  MARKETING  FARM  FOOD  PRODUCTS.  RETAIL  FOOD 
PRICES.  AND  HOURLY  EARNINGS  OF  N ON  AG  R ICU  LTU  R AL 
WORKERS.  UNITED  STATES,  1913-42 


INDEX  NUMBERS  ( 1935-39=100  ) 


* BASED  ON  DATA  FROM  BUREAU  OF  LABOR  STATISTICS.  ESTIMATED  AFTER 
1 935  FROM  HOURLY  EARNINGS  IN  SELECTED  INDUSTRIES 


U 


. S.  DEPARTMENT  OF  AGRICULTURE 


NEG.  31094  BUREAU  OF  AGRICULTURAL  ECONOMICS 


Farm- ret ail  marketing  margins  represent  charges  for  marketing  food  products  from  farmers  to 
consumers,  “arketing  charges  are  associated  with  the  levels  of  retail  prices  of  foods  and  with 
hourly  earnings  of  workers  in  marketing  enterprises.  During  recent  years  it  spears  that  more 
efficient  use  of  labor  has  offset  higher  costs  per  hour.  Current  marketing  charges  are  below 
normal  in  relation  to  retail  food  prices  and  hourly  earnings. 


Charges  for  merketing  farm  food  oroducts,  retail  food  orices,  and  hourly  earnings  of 
no nagri cultural  workers,  United  States, 

Index  numbers  (1935-39  = 100) 


Year 


Marketing'.  Hourly  ' Retail 
charges'. earnings!  prices 
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Year  and  month 
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.Oct. 
Mov. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
f*  i-  Bureau  of  Agricultural  Economics 

Washington,  D.  C. 

AGRICULTURE  - WHEN  THE  WAR  ENDS 


Address  by  F.  F.  Elliott,  Chief  Agricultural  Economist,  Bureau  of 
Agricultural  Economics,  before  the  20th  Annual  Agricultural 
Outlook  Conference,  Washington,  D.  C.,  October  21,  1942 

Although  the  end  o£  the  global  war  in  which  we  are  presently  engaged  is 
not  yet  in  sight,  already  there  is  keen  speculation  as  to  what  the  agricultural 
situation  will  be  when  the  war  ends  and  peace  has  been  restored.  There  seems 
to  be  a genuine  interest,  if  not  an  underlying  anxiety,  on  the  part  of  farmers 
and  farm  people  with  respect  to  this.  They  see  the  tremendous  outlays  for  war 
purposes,  the  rising  public  debt,  the  large  increases  in  production  being 
called  for,  and  they  wonder  what  it  all  means  - where  we  are  headed  - how  the 
■whole  thing  is  going  to  end.  Next  to  winning  the  war  itself  probably  no  ques- 
tion is  of  greater  concern  to  them  than  this. 

Farmers  have  a vivid  memory  of  what  happened  after  the  last  World  War. 

They  ’want  to  know  if  that  situation  is  likely  to  be  repeated  - if  we  again 
are  to  have  inflation  followed  by  depression  - or  whether  there  is  reasonable 
expectation  that  we  shall  be  able  to  work  things  out  so  that  markets,  prices, 
income,  and  employment  will  be  maintained  at  reasonable  levels.  They  want  to 
know,  in  short,  what  use  we  mil  make  of  our  victory.  Apart  from  the  stimulus 
which  positive  ideas  and  concrete  proposals  with  respect  to  these  things  will 
have  in  intensifying  support  for  the  war  effort,  is  the  importance  of  antici- 
pating, if  possible,  what  tho  probable  trend  in  developments  will  be  so  as  to 
be  ready  with  workable  programs  of  action  when  tho  need  arises. 

Obviously,  it  is  not  possible  for  anyone  now  to  say  just  what  the  actual 
situation  will  be  when  the  war  ends.  There  are  too  many  unknowns  and  imponder- 
ables in  the  picture  to  permit  a categorical  answer  to  the  question. 
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Vhat  the  actual  situation  will  be  depends  upon  a number  of  developments. 

-t  will  depend,  first  of  all,  upon  how  long  tne  war  lasts  and  what  happens  during 
the  remainder  the  war  period.  It  will  denend  also  upon  what  policies  we  follow 
in  liquidating  the  war  and  restoring  the  peace  - upon  how1  rapidly  we  demobilize 
and  convert  back  to  peacetime  industry  - upon  how  successful  we  are  in  maintain- 
ing national  income  and  employment  and  in  preventing  inflation  and  its- counter- 
part, deflation  - upon  she  sort  of  fiscal  and  commercial  policies  we  follow  - 
upon  the  degree  and  kind  of  international  political  and  economic  collaboration 
V;’e  pursue  — in  short,  it  will  depend  upon  the  kind  of  post-war  world  we  are  going 


to  have.  ie  thus  con  only  speculate  about  it  — we  cannot  give  a final  answer. 

if  we  are  to  oe  reasonably  realistic  in  discussing  the  problem,  we  should 
noa  start,  it  seems  to  me,  with  the  post-war  period  itself;  rather  we  should 
start  from  v.her.  we  now  are,  or  with  the  immediate  past  and  follow  through  the 
analysis  seeuentially,  step  by  step,  until  we  come  to,  and  cover,  the  post-war 
period  proper.  This  is  the  procedure  we  are  following  in  an  analysis  of  this 
g‘  nerel  problem  nor;  getting  under  vay  in  the  Bureau  of  Agricultural  Economics 
and  it  is  she  approach  I sh~ll  use  in  the  discussion  this  afternoon. 

There  is  considerable  logic  in  distinguishing  three  periods  in  the  analysis, 
v - - on  dor  util  hostilities  Cease,  (h)  From  the  End  of  Hostilitie  s Until  the 
uccumul  t d L .mv nd  For  Durable  , Semi-durable , and  Consumer  Goods  Has  Been  Met, 

^r.d  I c)  The  Post— war  Period  Proper.  The  overall  situation  that  will  prevail  and 


the  p t4-  cm  tnat  agriculture  will  assume  in  these  three  periods  is  likely  to  vary 
considerably.  L\  t us  consider,  briefly  tnen,  v.hat  the  probable  developments  will 
be  in  each  of  them;  or  more  specifically,  what  the  situation  would  be  assuming 
cert' in  alternative  developments  take  place. 
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Situation  At  End  Of  Hostilities  Conditioned 

! ffy  Developments  During  The  Remainder  Of  The  War  Period 

Let  us  begin  by  considering,  first,  what  the  probable  situation  1/0.11  be  from 
now  until  hostilities  cease.  In  doing  so  it  null  not  be  necessary  to  forecast 
just  when  the  war  null  end;  but  it  null  be  desirable  to  make  certain  assumptions 
as  to  how  it  will  end.  In  this  connection,  it  seems  reasonable  to  assume  that  the 
war  will  not  end  abruptly  - rather  that  it  will  come  to  a close  first  in  the  . 
European  theatre  and  that  another  six  months  to  a year  or  more  will  be  required 

* to  end  hostilities  in  the  Pacific  area  following  the  European  armistice. 

- * 

n 

Regardless  of  when  hostilities  cease.,  it  seems  clear  that  the  situation 

H 

£ that  null  exist  at  teat  time  null  be  determined  in  the  main  by  the  developments 
that  take  place  between  now  and  the  end  of  the  war  period.  It  is  important, 
consequently,  that  we  give  consideration  to  the  probable  nature  and  extent  of 
these  developments. 

You  are  all  familiar  with  'the  developments  that  have  taken  place  to  date  - 
of  the  tremendous  increase's  in  production  that  have  occurred  in  agriculture, 
particularly  in  livestock  and  livestock  products,  in  oil  crops,  in  certain  types 
of  vegetables,  dry  beans  and  peas,  sugar  beets,  etc.;  also  of  the  sharp  increases 
in  price  and  in  agricultural  income.  After  the  discussion  this  morning,  you 
also  are  familiar  with  the  problems  and  "bottlenecks"  with  respect  to  labor, 
machinery  and  materials,  marketing,  processing  and  transportation  ruth  which  we 
presently  are  faced.  You,  likewise,  are  aware  of  the  tremendous  supplies  of 
food  products  that  we  are  sending  abroad  under  Lend-Lease,  the  growing  demands 
of  our  expanding  Army,  the  increasing  expenditures  and  tempo  in  the  vmr  effort, 
the  possibilities  of  opening  up  a second  front,  and  related  matters. 


- 4 - 


! 

bill  there  be  an  intensification  of  on-,  se  scene  developments  on  ahead  or  117111 
there  be  a slowin  * down  or  a possible  reversal  in  some  of  the  trends  now  under 
way?  "ill  th---  requirements  for  agricultural  products  continue  to  rise?  Can  we 
step  up  production  to  keep  pace  with  these  reouirements  or  will  the  scarcity  of 
labor,  fertilizer,  and  other  materials  prevent  such  increases?  ft  hat  changes,  if 
any,  in  administrative  techniques  and  procedures  will  be  needed  to  maintain  or 
increase  present  levels  of  production?  "i  hen  will  we  reach  the  peak  of  our  war 
production  effort?  These  are  the  type  of  questions  we  shall  need  to  consider  in 
estimating  what  "ho  probable  situation  will  be  and  the  level  of  production,  prices, 

.O  • • 

income,  and  debt  we  will  nave  reached  when  the  war  ends. 

■ 

bo  clearly  are  not  now  at  the  peak  of  our  war  effort*  Vie  are  continuing  to 

convert  civilian  industry  to  war  purposes,  co  expand  plant  capacity,  and  to  step  ,j 

• . . . 

up  vfar  expenditures,  be  are  now  s*  ending  br  war  purposes  at  a rate  of  around 
6 billion  dollars  a month.  This  is  expected  to  increase  possibly  to  8 or  9 
billion  dollars  a month  at  the-  peak  of  the  war  effort,  which  probably  will  not 
be  reached  until  1944.  It  also  is  expected  that  at -the  time  of  the  supreme  war 
effort  employment  will  have  risen  to  5a  or  55  million  as  compared  with  an  estimated 
52.5  million  employed  on  July  1,  1942.  (This,  of  course,  is  exclusive  of  the 
number  in  the  military  service.)  bith  these  tremendous  increases  in  expenditures, 
in  employment  and  production,  the  national  income  also  will  further  increase. 

Some  estimates  put  it  as  high  as  140  to  150  billion  by  1944,  Along  with  these 
changes  are  coming  very  rapid  increases  in  our  military  forces,  be  now  have 
approximately  four  and  one-quarter  million  men  under  arms  in  the  Army  alone  - 
by  the  end  of  1943  this  number  is  expected  to  increase  to  seven  and  one-half 
million,  and  reach  eventually  possibly  an  even  higher  figure.  If  the 
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men  in  the  Navy  and  Marine  Corps  are  added1 to  this,  the  total  becomes  even  greater. 

These  tremendous  changes  in  the  war  effort  necessarily  will  affect  agriculture. 
With  the  large  losses  of  territory  suffered  by  Russia,  much  of  which  was  their 
most  productive- agricultural'  land,  and  the  sharp  drop  in  United  Kingdom  and 
United  States  imports  as  a result  of  aggression  in  the  Pacific  area  and  elsewhere, 
there  unquestionably  will  be  a need  for  all  the  agricultural  products  (with  the 
possible  exception  of  wheat  and  cotton)  we  shall  be  able  to  produce.  We  undoubt- 
edly will  be  called  upon  to  supply  increased  Lend-Lease  shipments  of  food  and 
other  products.  The  extent  of  the  actual  increase  in  supplies  that  mil  be  sent 
abroad  mil  be  determined  primarily  by  the  availability  of  shipping.  The  need 
unquestionably  will  exist,  the  problem  will  be  to  get  the  food  and  other  products 
to  the  points  where  they  are  most  needed. 

An  additional  demand  will  arise  in  connection  with  second-front  operations. 

As  we  progressively  retake  present  occupied  territory,  we  shall  be  called  upon 
to  feed  and  clothe  the  repatriated  peoples,  We  also  shall  need  to  consider  the 
relief  needs  of  these  as  well  as  of  the  unde'r-nourished  and  starved  peoples  of 
other  countries  when  hostilities  cease,  and  make  provision  for  them  between  now 
and  when  the  war  ends.  We, ' likewise, shall  need  to  take  into  account  possible 
further 'losses  of  territory  to  the  aggressor  nations,  and  build  up  contingency 
reserves  and  stock  piles  against  such  possible  developments;  also  to  build  up 
reserves  to  guard  against  possible-  decreases  in  yield  as  a result  of  drought. 

We  have  been  blessed  now  with  a series  of  good  ’crop’ years,  obviously,  we  cannot 
assume  that  such  mil  continue  indefinitely. 

With  these  various  d-mands  and  requirements' in  prospect,  we  clearly  shall 
need  tc  put  continued 'emphasis ' lipdn  the  production  of  the  essential  war  crops  we 


have  been  encouraging  — upon  d .iry,  poultry  , -aid  meat  products  - upon  oil  crops, 
certain  vegetable  and  canning  crops,  dri  d peas  and  beans;  long  staple  cotton  as 
■well  as  hemp  for  fiber.  I would  assume,  therefore,  that  the  pattern  of  agricul- 
tur.  for  the  year  ahead  would  not  vary  a great  deal  from  the  pattern  that  produc- 
tion followed  in  1942.  Whether  the  same  levels  of  production  are  achieved,  or 
whether  there  wall  be  increases,  however,  is  one  of  the  unknowns  that  we  cannot 
now  determine.  It  will  depend,  in  pa rt,  upon  weather  and,  in  part,  upon  how 
successful  we  are  in  solving  some  of  the  "bottlenecks"  with  which  we  are  faced, 
particularly  of  manpower. 

In  looking  on  anead  into  1S44,  due  to  the  further  dwindling  of  labor  and 
scarce  materials,  we  may  find  it  necessary  to  exercise  a hiaher  degree  of  selec- 
tivity in  our  production  than  we  have  heretofore  found  necessary.  It  even  may 
be  necessary  to  establish  priorities  on  the  production  of  essentials  and  discour- 
age or  prevent  altogether  trr_  production  of  the  non-essentials;  that  is,  to  use 
labor  and  scarce  materials  only  in  the  production  of  those  products  for  which 
there  is  absolutely  an  essential  need. 

In  this  connection  it  se  ns  to  me  that  we  should  give  serious  consideration, 
even  in  1943,  to  the  meeting  of  some  of  the  increased  requirements  for  food  and 
other  products,  both  for  current  consumption  and  for  building  up  reserves,  by 
imposing  allocation  and  consumer  rationing  programs  rather  than  attempting  to 
meet  them  entirely  through  increasing  production.  Such  a policy,  in  addition 
to  economizing  on  scarce  materials,  would  assure  a more  equitable  distribution 
in  consumption  'along  the  different  income  groups  and  would  render  less  difficult 
the  maintenance  of  price  ceilings.  The  maintenance  of  such  ceilings,  at  best, 
will  be  very  difficult  unless  we  develop  mere  effective  measures  than  now  appear 
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in  prospect  for  siphoning  off.  the  excess  purchasing-  power  that  prevails  -in.  the: 
economy.  Such  a policy,  furthermore,  would -mean  that  we' would  not  need  to  push 
production  to  such  extreme,  limit's  as  might  otherwise  be  .necessary Obviously, 
the  higher  production  goes,  the  greater  the  do wmward  adjustment  may  be. -when  peace 
returns'. 

Thus,  it  seems,  clear  that  we  still  face  some  rather  important  adjustments 
ahead  during  the-  remainder  of  the  war  .period.  I would  assume  that  the  pattern- of 
agriculture  we  reach  in  1944  will  characterize,  in. -general,  the  pattern  for  the 
remainder  o-f  the1 'war,  even  if  the'  war  continues  beyond  this  date.  This  does  not 
mean  that  there  ’mil  be  no  further  adjustments  - there  undoubtedly  will  be  such 
in  certain  items,  hut,  in  general , the  pattern  reached  at  that  .time,  should 
continue  for  the  remainder  of  the  war  period  and,  hence,  also  should  .characterize 

o / 

the  situation  whe-n-  hostilities  cease. ^ 

"While  not  now  ready  to  characterize  this  probable  pattern  in  specific  terms 
(this  must -await  more  detailed  analysis),  I would,  assume  the  situation,  in  general 
would  be  about  as  follows:.  When  hostilities  cease  we  shall  find  ourselves  geared 
to  a high  level  of  production  - higher  in  certain  items  than  it  is  today  - 
notably  in  hogs,  beef  cattle,  poultry  and  possibly  dairy  production*  also  higher 
in  feed  grrins,  hemp,  long  staple  cotton,  and  certain  of  the  vegetable  crops. 
Reserves  also  rill  be  high,  particularly  for  the  Lend-Lease  products  and  stocks 
for  most  products  in  general  probably  will  be  considerably  above  levels  usually 
maintained  during  peacetime.  We  also  will  be  possessed  with  an  agricultural 

plant  possibly  Somewdiat  impaired  but  still  capable  of  continued  production  at 

Zj  I am  apeaking  here  and  also  immediately  below  of  the  situation  as  it  would 
exist  when  hostilities  cease  in  the  European  theatre  -should  the  war 
» - continue,  for  another  six  months  or  a yt ar  in  the  Pacific . area,  as  seems 
likely,  these  levels  probably  -would  be  reduced  somewhat. 


high  levels.  Prices  of  certain  products,  likewise,  probably  will  be  higher  than 
today  as  will  total  agricultural  income. 

• On  the  no n-agri cultural  side,  industry  will  still  be  geared  to  war-time 
production,  but  faced  with  a large  accumulated  demand  for  durable,  semi -durable  ; 
and  consumer  goods  and  with  a greatly  expanded  and  efficient  plant  awaiting  con- 
version back  to  peacetime  production.  In  this  connection,  the  potentialities 
are  substantial.  The  nation,  for  example,  "will  emerge  from  this  war  with 
capacities  for  making  plastics,  synthetic  fibers,  nitrates,  hydrocarbons,  high 
octane  gasolines,  and  literally  scores  of  chemicals  arid  other  raw  materials  on 
a scale  that  only  two  years  ago  was  beyond  our  comprehension. 

" . . . . .By  the  end  of  1943,  our  production  of  aluminum,  for  example,  will 
be  at  a rate  .almost  seven  times  greater  than  was  attained  in  1939  after  50  years 

of  intensive  development it  wall  furnish  in  one  year  metal  enough  to 

build  three  tin-  s the  number  of  passenger  cars  now  operating  on  all  American 
railroads.  To  produce  this  aluminum  alone  will  require  more  electricity  annually 

than  was  consumed  in  1940  in  27  of  our  48  states TFe  also  wall  be 

recovering -from  brine,  sea  water,  and  other  sources  approximately  100  tines  the 
amount  of  magnesium- that  was  produced  in  1939  when  the  magnesium  industry  in 
America  was  24  ye^rs  old.  After  the  v^r,  the  Nation's  capacity  for  producing 
this  lightest  of  ail  structural  metals  (it  is  about  60  percent  of  the  weight 
of  aluminum  and  one-fifth  the -weight  of  steel)  wall  be  more  than  double  the  out- 
put of  aluminum  in  1939. 

"In  turn,  ste>  1 is  challenging  the  light  metals.  Low/  alloy  steels  and  new/ 
modifications  of  the  higher  alloy  steels  ''.re  bidding  for  expanding  uses  in 
aviation  and  wherever  lightness  and  strength  are  requisites.  In  the  steel 


industry  today 3 technicians  speak  confidently  of  monster  aircraft  that  mil  be 

largely  steel.  These  new  alloys  are  three  times  the  weight  of  aluminum  and  almost 

five  times  the  weight  of  magnesium,  but  their  t nsile  strength  approximates 

190,000  pounds  to  the  sauare  inch.  This  advantage  permits  weight  to  be  shed  by 

reducing  bulk  and  eliminating  needless  supports." 

"Equally  significant  are  the  developments  that  have  taken  place  in  petroleum 

and  plastics.  "Whereas  before  the  battle  of  Britain  it  was  thought  the  ultimate 

in  motor  fuel  was  reached  by  the  creation  of  a gasoline  with  an  octane  rating 

of  100,  now  we  are  producing  fuel  with  octane  ratings  of  110  and  115  or  higher. 

They  deliver  one-half  again  as  much  power  as  the  100  octane  fuel.  Plastics, 

likewise,  were  of  sensational  promise  before  Pearl  Harbor.  The  newest  and  most 

versatile  of  plastics  will  be  available  after  the  war  on  a scale  beyond  all 

previous  conceptions.  The  high  pressure  synthesis  of  ammonia,  for  example,  will 

have  taken  on  an  industrial  status  that,  in  terms  of  new  producing  capacity,  will 

be  phenomenal.  The  amount  of  fertilizer  chemicals  that  this  new  capacity  could 

supply  farmers  will  be  so  large  (if  permitted  to  function)  that  the  basic  trends 

of  agriculture  even  might  be  affected.  And  this  comprises  but  one  group  of  a 

hundred  or  more  products  stemming  from  this  high  pressure  synthesis,  which 

utilizes  air,  water,  and  coal  as  its  building  blocks.  Metals,  fuels,  and  plastics 

thus  are  now  ready  not  only  to  complete  the  revolution  in  transportation,  begun 

early  in  the  century,  but  also  to  contribute  to  improved  construction  and  other 

/ 

eoually  important  developments."  3/ 

In  addition  to  these  potentialities  in  production  and  techniaues,  industry 
mil  have  available  the  greatest  number  of  skilled  and  semi-skilled  laborers  in 

the  history  of  the  country.  The  problem  will  be  kow  to  organize  our  economy  so 

3 / "Holders  of  Better  Destiny"  by  Dr.  Charles  M.  A.  Stine,  (Reprint  from 
Chemical  and  Engineering  News.) 
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as  to  permit  these  skills  end.  oth.r  resources  to  function  most  effectively.  The 

task  of  converting  back  from  war  to  peacetime  industry  will  not  be  easy.  It 

will  take  time  - some  maladjustments  and  unemployment  undoubtedly  will  result  in 

the  interim.  Taxes  will  be  high  and  the  debt  burden  heavy  - all  of  'which  will  add 

to  the  task. 

Vdiat  Will  Lik  - ly  Be  The 

Situation  Lurinc;  The-  Transition  Period 

Faced  with  productive  resources,  levels  of  production,  stocks,  prices  and 
accumulated  demands  when  the  war  ends  of  the  order  and  magnitude  indicated  above, 
what  adjustments  will  be  needed  and  what  will  the  agricultural  pattern  likely  be 
in  the  transition  period  - the  period  from  the  end  of  hostilities  until  the 
accumulated  demand  for- durable,  seni -durable,  and  consumer  goods  will  have  been 
met? 

The  situation  that  will  develop  in  this  period  mil  depend  in  part  upon  how 

S'  - ■ •*  ... 

long  the  war  lasts  - hoV,r  rapidly  we  demobilize  and  convert  war  industries  back 
to  peacetime  production  - the  extent  of  the  European  demand  for  food  and  other 
mat-rials  we  are  called  J.pon  to  fill  - the  policy  we  follow  with  respect  to 
trade,  our  stock  position  with  respect  to  particular  commodities  in  surplus,  etc. 

The  longer  the  war  lasts,  the  greater  the  accumulated  deficits  in  civilian 
goods  presumably  will  be,  and  hence,  the  longer  it  will  toke  to  fill  then.  The 
longer  the  war  lasts  also  the  greater  will  be  the  strain  and  drain  upon  labor 
and  other  scarce  materials.  The  length  of  the  war,  likewise,  will  have  a bearing 
upon  the  lengtn  of  time  required  to  convert  back  to  peacetime  production.  This 
is  particularly  true  in  case  machines  and  tools  presently  sot  aside  awaiting  the 
return  of  peace,  hove  to  be  scrapped  completely  to  meet  the  extraordinary  demands 


of  the  war  for  metal 
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The  rapidity  with  which  we  demobilize,  in  turn,  will  be  determined  by  the  way 
the  war  ends  and  the  psychology  of  the  country  at  the  time.  If  the  war  does  not 
end  abruptly,  as  has  been  previously  indicated  seems  likely,  then  presumably 
.demobilization  would  be  more  gradual.  On  the  other  hand,  the  psychology  of  the 
country  may  be  such  as  to  force  a more  rapid  demobilization  than  would  be  wise. 

The  strains  of  the  war  upon  the  population  generally  will  have  been  severe. 
Practically  every  family  will  have  had  either  a close  relative  or  friend  in  the 
conflict  - casualties  may  have  been  high.  The  urge  will  be  to  get  them  home  and 
out  of  the  Army  as  soon  as  possible  even  though  a rather  large  force  undoubtedly 
will  be  needed  for  occupational  and  policing  purposes.  Conceivably  the  pressure 
may  be  so  strong  upon  Congress  and  whatever  administration  that  is  in  power  as  to 
force  too  rapid  a demobilization.  Associated  with  this  will  be  ,the  urge  to  abolish 
economic  controls  upon  production,  prices,  wages,  rents,  etc.,  all  of  which  con- 

A 

ceivably  might  add  up  to  a bad  situation. 

While  it  obviously  is  a guess,  I would  be  inclined  to  assume  that  we-  will  run 
into  a moderate  or  possibly  even  a sharp  recession  in  business  activity  and  employ- 
ment, the  first  few  months  after  hostilities  cease.  This  to  be  followed  almost 
immediately  by  a marked  and  rapid  recover:/  in  which  business  activity  and  employ- 
ment would  go  back  up  near  to  the  peak  period  of  the  war  but  not  reach  it. 

It  seems  highly  probable  that,  we  shall  not  be  able  to  come  out  of  this  war  and 
convert  back  to  peacetime  -production  without  dislocations  and  some  recession  in 
business  activity  and  employment.  Even  with  the  best  of  intentions  and  with  the 
most  careful  planning,  there  is  not  suffipient  elasticity  in  our  institutional 
set  up  to  permit  the  making  of  the  precise  adjustments  that  would  be  necessary  to 
bring  about  this  much— to— be— desired  goal.  Lags  inevitably  will,  develop  out  of  the 
myriad  complementary,  supplementary,  and  competing  relations  in  our  economy  and 
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these,  in  turn,  -will  produce  dislocations  end  "bottlenecks " resulting  in  some 
temporary,  if  not  prolonged,  unemployment.  We  already  have  seen  how  those  "bottle 
necks"  developed  in  the  reverse  situation  while  wo  were  converting  to  wartime 
production.  That  they  will  recur  and  probably  to  a great  degree,  seems  to  me 
almost  certain. 

This  is  not  to  say  that  such  a recession  would  bo  prolonged  - it  probably 
would  not  bo  since  the  general  demand  side  of  the  picture  would  be  so  favorable  to 
a.  rapid  recovery.  There  accordingly  should  be  little  if  any  necessity  for 
elaborate  relief  and  public  works  programs  at  that  time.  Because  of  its  expected 
temporary  nature  and  because  of  the  accumulated  purchasing  power  in  the  hands  of 
workers  rs  a result  of  enforced  savings  during  the  war,  labor  and  others  generally 
should  be  able  to  weather  the  storm  without  being  disadvantaged  too  much. 


The  effect  of  such  a temporary  recession  upon  agriculture  should  not  bo  too 


severe.  It  would  have  some  affect  upon  the  prices  of  those  products  which  vary 
with  business  activity.  It  also  probably  *-  culti  moan  some  decrease  in  the  prices 
of  agricultural  products  generally,  particularly  of  those  in  heavy  supply.  The 
affect,  however,  should  neither  be  severe  nor  prolonged.  It  may  be,  in  fact,  that 
agriculture  would  be  affected  less  than  some  of  the  oth.  r segments  of  the  national 
economy.  This  arises  from. the  fact  that  there  wall  be  a tremendous  demand  for 
food  -;nd  ether  agricultural  products  for  relief  the  moment  the.  war  is  over.  The 
demand  for  .food  .ill  come  first.  It  will  have  priorit:r  over  all  other  demands. 

V/c  not  only  shall  have  to  feed  the  repatriated  nationals  of  the  United  Nations  but 
undoubtedly  we  shall  be  called  upon  to  help  feed  the  under— nourished  and  starved, 
peoples  of  the  defeated  nations  as  well. 

Regardless  of  how  this  is  handled,  w bother  under  Lend-Lease,  through  the 
advance  cf  long-time  loans,  or  on  a gratuitous  basis,  we  probably  will  find  that 
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our  stocks  and  reserves  of  food  products  particularly  will  me.lt  away  quite  fast. 
There  would  appear  to  be  little  danger  of  any  surpluses  we  may  have  at  the  time 
becoming  burdensome-.  The  question  rather  will  be.  Will  we  have  enough? 

For  the  first  6 to  12  months  after  the  war  these  relief  needs  should  continue 
high.  There  should  be  a very  strong  demand  for  fats,  dairy  products,  meats,  and 
other  types  of  protective  foods.  Wheat  and  the  other  bread  grains  also  will  be  in 
considerable  demand  as  will  cotton. 

After  the  full  flush  of  this  relief  demand  has  been  met,  it  would  bo  reason- 
able to  expect  some  levelling  off.  The  various  European  and  other  countries  will 
have  reorganized  their  domestic  economies  and  agricultural  and  other  production 
will  be£in  to  rise..  Competition  from  other  raw  materials  countries  will  increase. 
Business  activity  In  the-  United  States,  however,  should  bo  gaining  momentum  in  the 
meantime  so  that  the  demand  for  our  own  agricultural  products  should  continue  at  a 
high  level.  It  would  be  reasonable-  to  assume  that  this  situation  will  continue 
until  the  limits  of  the  accumulated  demand  for  durable,  Sami -durable,  and  consumer 
goods  is  approached  or-  has  been  reached.  The  situation,  of  course,  will  not  be 
uniform  with  respect  to  all  commodities  - the  limits  for  some  of  them  will  be 
reached  earlier  than  for  others  and  downward  adjustments  in  production  in  such 
products  probably  will  be  in  order  and  necessary. 

Just  how  long  the  recovery  phase  of  this  transition  period  will  last,  of 
course,  is  problematical.  Some  economists  are  assuming  that  it  will , continue  for 
at  least  as  long  a period  as  the  years  we  were  in  the  war.  Its  duration,  it  seems 
to  me,  will  be  determined  in  large  measure  by  the  way  we  manage,  our  affairs  after 
the  war.  It  will  depend  upon  how  successful  we  are  in  liquidating  the  war  and 
restoring  the  peace  - particularly  upon  the  sort  of  fiscal  and  trade  policies  we 
adopt  and  the  kind  of  programs  we  develop  in  modernizing  our  economy.  There  does 
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not  appear  to  b.  any  fundamental  reason  why  it  could  not  continue  for  an  indefinite 
period  assuming  we  are  'willing  to  pay  the  price  and  do  the  things  that  would  be 
necessary  to  have  it  continue  so.  Wo  certainly  vrill  have  the  resources,  the  .skills 
and  the.  techniques  for  keeping  our  economy  on  an  expanding  basis.  The  question  is 
bother  v.-.  shall  provide  the  policies,  the  organizational  framework  and  the 
institutional  adjustments  that  vrill  permit  it  to  so  function. 

""eat  ..ill  r el: el; ~ Be  the  Situation 

Ir.  The  r:t- ;ce  Period  Proper 

This  brings  ns  forward  to  the  Post-. ear  Period  proper,  bliat  vrill  be  the 

situation  ir.  t as  period?  Obviously,  the  problems  and  oucstions  surrounding  and 

inherent  in  this  period  ere  the  most  difficult  and  complex  of  all  to  answer.  I 

certainly  do  not  presume  by  any  moans  to  have  the  answer.  In  the  brief  time 

remaining  I aha.ll  attempt  only  to  outline  an  approach  which  seems  to  mo  to  offer 

4/ 

an  intelligent  basis  for  analyzing  the  problem.-7 

"■lien  the  post-ear  period  proper  is  reached  things  presumably  will  have 

settled  deem  - peace  ’ail!  have  been  restored  - industry  will,  have  been  reconverted 

to  peacetime  production  and  many  of  the  overall  policy  decisions  will  have  been 

made  providing  the  general  framework  within  which  our  nest-war  economy  must 

function.  Just  what  will  be  the  nature  of  those  overall  policies  (natione.1  and 

international. ) we,  of  course,  arc  now  in  no  position  to  indicate.  They,  however, 

will  govern,  to  a much  greater  degree  than  in  either  of  the  other  two  periods,  the 

pattern  that  agriculture  will  follow. 

Faced  with  those  unknowns,  'That  type  of  analysis  shall  we  undertake?  Tito 

possible  approaches  might  be  used:  (a)  To  might  set  u;o  a definite  working 

hypothesis  of  the  expected  trend  of  events  and  seek  to  forecast  the  pattern  that 

agriculture  is  most  likely  to  take  in  the  nest-war  period,  or,  (b)  we  might  set  up 
4/  This  approach  i~  the  same  as  that  being  used  in  the  analysis  of  this  problem 
now  getting  under  way  in  the  Bureau  of  Agricultural 


Economics  referred  to  above. 
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a series  oi  alternative-  assumptions,  embracing  a rattier  -wide  razig4  of  possible  or 
desirable  developments,  and  seek  to  indicate  tnorpby  what  the  pattern  would  be 
under  the  different  situations. 

Of  theso  two  approacnes,  the  second  appears  rmicn  ,tne  more  fruitful,  for  our 
purposes,  ifiere  are  obvious  difficulties  in  attempting  a forecast  of  the 
character  that  Tjfould  be  necessary  under  (a)  even  udder  tne  best  oi  conditions, 
bith  the  many  unknowns  now  in  tne  picture,  it  would  be  extremely  questionable,  if 
not  foolhardy,  to  attempt  it, 

Tne  second  approach  ha.s  the  advantage  of  shoving  vnat  the  pattern  would  be 
under  a range  of  alternative  developments,  wide  enpugh  possibly  to  include  or 
approximate  the  real  pattern  it  self  5 whatever  the  course  of  events.  It  should 
yield  results,  furthermore,  that  would  be  ouite  helpful  as  a guide  in  formulating 
policy.  By  indicating  the  probable  patterns  tVt  vrould  result  from  a series  of 
a1  temative  5 situations,  administrators  and  others 'in  policy-making  positions 
certainly  would  get  a broader  perspective  and  would  be  given  an  awareness  of 
problems  end  difficulties  which  the  other  approach  simply  would  not  yield* 

Accepting  the  second  of  these  approaches  then  as  tne  basis  for  our  analysis, 
what  alternative  situations  shall  we  assume?  Three  such  rre  suggested: 

1*  Let  us  assume,  in  the  first  place,  what  may  be  termed  s "Back  to  Normalcy” 

I 

situation  - a situation  in  which  selfish  interests  will  dominate,  .That  is, 
assume  that  we  would  return  to  all  of  the  maladjustments  in  our  domestic 
economy  that  toasted  prior  to  the  war:  also  assume  t/iet  international 
trade  wall  be  stymied  - trade  barriers  lowered  but  little,  if  any,  or  even 
raised  — .and  attempt. to  indicate  wnat  tne  pattern  of  agriculture 
likely  would  be  under  Phis  situation. 
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2.  let  us  next,  go  to  the  other  extreme  and  assume  what-  may  be  termed  a "long- 
time Desirable"  situation  - in  which  a forthright  effort  would  be  made  to 
revamp  not  only  our  ora,  but  also  the  economy  of  the  world,  with  the  view  of  : 
achieving  certain  long-time  desirable  goals  for  agriculture  as  well  as  of 
versing  toward  or  achieving  the  objectives  set  forth  in  the  Atlantic  Charter,  j 
and  the  third  of  the  President's  Four  Freedoms  (Freedom  From  Want). 

3.  Let  us  assume  lastly  a situation  in  between  the  other  two  - in  which  an 
effort  would  be  made  to  develop  programs  that  would  achieve  or  move  in  the 
direction  of  achieving  only  the  more  important  and  most  pressing  of  the  long- j 
time  Desirable  Goals  in  (2). 

The  first  of  these  alternatives  obviously  is  far  from  the  situation  we  all 
would-  like  to  see  emerge  in  the  Post-war  Period.  There  certainly  is  sufficient 
intelligence,  foresight,  and  statesmanship  in  this  and  the  other  countries  of  the 
■world  to  prevent  it  from  happening.  But  there  is  no  absolute  assurance  that  it 
will  not  happen.  Conceivably  vac  might  win  a military  victory,  but  because  of  both 
domestic  and  international  selfishness,  petty  jealousies,  bickerings,  etc.,  lose 
the  economic  victory.  Let  us  hope  that  such  will  not  be  the  case  and  that  we 
shall  achieve  a better  ordered  world  than  this.  (An  assumed  recurrence  to  such  a 
situation  is  included  in  the  analysis  merely  to  show  by  contrast  the  sort  of  thing 
we  do  not  want . ) 

The  second  of  the  alternatives  goes  to  the-  other  extreme  and  is  designed 
to  shcr.  what  the  pattern  of  agriculture  would  be  under  a more  or  1 „ss  assumed 
idea!  situation.  In  dev  loping  th"  analysis  under  this  alte-rnativ  it  becomes 
necessary  to  set  up  certain  goals  that  night  be  assumed  to  reflect  the  long-time 
de-sir'  bit  situ-  tion  that  wo  " ould  like  to  see. 


Without  presuming  to  'ive  a final  ?.nsTrcr  to  rhat  those  goals  should  be,  or 
more  specifically,  rdiat  the  farm  group  rents  end  vi.ll  a ccopt,  the  following  ere 
suggested  as  tentative  goals  "or  use  as  a basis  for  the  analysis: 

1.  That  (a)  prices  of  all  agricultural  commodities  for  domestic  consumption 
be  maintained  at  such  levels  vs  to  yield  parity  income  (either  parity 
income  as  defined  in  existing ' legislation  or  under  some  other  definition 
if  a better  one  can  be  found),  vithout,  at  the  same  time,  pyramiding  end 
freezing  surpluses  in  storage  *-’t  high  government  loan  rates,  or  (b)  prices 
c:r  .11  agricultur  1 commodities  for  domestic  consumption  be  maintained  at 
about  current  parity  levels  end  that  prices  for  that  portion  of  export 
crops  sold  abroad  be  maintained  at  one-h;  If  to  tvo -thirds  of  current  parity. 

2.  That  net  to  exceed  20  percent  of  the  total  national  population,  or  80 
percent  of  the  population  on  farms  in  the  period  1935-39  (vbiohrv'er  is 
higher)  be  maintained  iri  agriculture  for  the  prim-  ry  or  sole  purpose  of 
farming. 

3.  That  agricultural  product!  on  be  nr  in  t:  ined  at  such  1 ovols  and 'in  such 
patterns  as  to  permit  adocuatc  nutritional  diets  - adapted  to  the  economic 
resources  and  food  habits  of  the  differ. nt  income  groups  in  the  population 
(that  is,  an  adequate- diet,  say,  (a)  at  minimum  cost  for  the  1 error  one- 
third,  (b)  at  moderate  cost  for  the  middle  one— third,  and  (c)  at  high 
cost  (liberal)  for  the  upper  vie— third). 

4.  That  agricultural  production  be  distributed  among  the  different  regions, 
states,  and  a reas  so  that:  (a)  Production  1 ill  be.  maintained  on  a sustained 

and  livestock  grevn  in  each  area  a. dll  be  those 


yield  basis,  (b)  The  crops 


I 

' 

best  k pt.ed  to  the  physical  rod  other  conditions  existing  in  the  area; 

nd  on  si  e of  units  large  enough,  to  permit  efficient  operation  and  to  ■ 

yield  incomes  adequate  "or  a decent  standard  of  living. 

а.  That  Dana  not  suited  ”or  fanning  ( cropping )be  kept  in  forests , (public 
and  private ) parks,  grr  zing  end  game  preserves,  watersheds,  etc.  'with 
the  view  or  bringing  about  the  most  effective  utilization  o*  all  our 
resources  and  o~  "ssurinv  the  nation  :.n  ado  an  ate  supply  of  forest 
products,  water,  and  recreation."'!  facilities. 

б.  Tnat  facilities  and  services  (housing,  hospitalization  and  medic  '1  care 
schools,  electrification,  etc.)  be  maintained  in  rural  areas  at  levels 
necess ..  ry  to  result  in  re;  scrub1  c parity  treatment  with  other  groups  in 
the  population.. 

7.  In,  t the  marketing  system  be  so  organized  as  to  (a)  process  and  distribute 
■ gricultur "1  products  at  the  lowest  possible  costs,  thus  making  it  possible 


for  frrr 
upon  tb: 

t al1  f 
out1 c ts 


ears  to  receive  a rarity  income  without  placing  an  undue  burden 
e consumer:  (b)providc  an  .efficient  mechanism  whereby  market  prices 
stares  c n be  correctly  determined  and  known;  and  (c)  broaden  market 
so  that  farmers  can  dispose  of  unrestricted  output  of  the  farm. 


pi  nt  as  a v/holc  without  having  to  accept  "surplus”  prices  for  the.  entire 
volume  cr  production. 

I”  the  third  nd  1 st  of  the  "Itemrtives,  a.  middle  course  situation  is  assume 
Obvious1  r,  it  '.  or id  be  quite  difficult  to  effect  "11  the  necessary  adjustments  in 
our  a gricultural  and  industrial  economics  to  realize  -11  of  thi  reals  set  "orth 
in  th  scooT-d  "Item stive.  Considering  the  h.'vy  financial  burdens  that  undoubted- 
ly will  be  faced  by  the  Treasury  after  the  war,  the  reluctance  and  inertia  of  the 
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public,  in  general,  to  accept  reforms,  and  the  political  uncertainties  of 
international  agreements  and  undertakings,  it  may  be  that  the  goals  actually 
realized  mil  fall  somewhat  short  of  the  "ideals"  we  have  discussed. 

let  us  assume  that  this  is  the  case  and  modify  the  "ideal"  goals  accordingly, 
and  work  out  the  pattern  that  agriculture  would  assume  under  this  modified 
situation.  In  such  an  analysis  we  would  need  to  estimate  specifically  what 
adjustments  in  production,  consumption,  marketing  prices,  incomes,  etc.  that 
would  bo  involved  wider  this  situation  in  the  same  way  and  manner  as  wader  the 
other  two  alternatives. 

I am  fully  aware  that  an  analysis  of  this  kind  would  not  tell  us  specifically 
what  the  actual  pattern  of  agriculture  will  be  in  the  Post-war  Period  Proper,  it, 
however,  would  show  what  the  pattern  would  be  under  a.  range  of  alternative 
developments  that  possibly  arc  bread  enough  to  sot  the  limits  within  which  the 
true  pattern  may  fall,  whatever  the  course  of  events.  At  any  rate,  this  is 
about  as  far  as  we  can  go  with  a.  situation  so  beset  with  unknowns  and  imponderables 


as  is  this  one 
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Remarks  made  by  Hector  Jose  Santaella  of  Venezuela,  on  the 
Occasion  of  the  18th  Annual  Outlook  Dinner, 

October  20,  1942,  in  Washington,  D.  C. 


Mr.  Secretary  of  Agriculture,  officials  of  the  Department 
of  Agriculture  and  other  agencies,  officials  of  the  Dominion  of 
Canada  and  of  Great  Britain,  representatives  of  the  various  States 
of  the  Union,  ladies  and  gentlemen: 

It  is  a very  special  honour  to  address  you  at  this  18th 
Annual  Outlook  Dinner,  at  which  representatives  from  all  over 
America  are  present,  on  behalf  of  the  Lat in-American  agricultural 
officials  here  tonight.  It  is  certainly  a great  honour  for  all 
of  us  to  be  among  you  tonight,  and  to  have  this  added  spportunity 
to  study  and  to  discuss  with  you,  with  a feeling  of  true  friend- 
ship, problem^  that  concern  the  economy  of  our  beloved  continent. 

We  also  are  proud  to  be  the  first  La tin- Americans  to  share 
in  the  Outlook  Conference,  and  to  work  with  our  good  neighbors  in 
preparing  our  continent  to  accept  the  destiny  required  of  us  by 
current  historical  events.  To  keep  our  rendezvous  with  destiny 
will  require  still  greater  unity  and  intimacy  between  all  of  us. 
But,  fortunately,  this  has  been  instituted,  and  accomplished  to  a 
great  extent,  by  the  close  and  intelligent  relations  that  Americans 
have  displayed  by  means  of  the  "Good  Neighbor"  policy. 

Nevertheless,  this  policy  is  not  merely  one,  of  cordiality 
and  good  wishes:  Rather,  it  has  developed,  and  must  continue  to  do 
so,  from  both  moral  and  economic  principles.  Relations  among  the 
Americas  represent  the  profound  long-time  sentiments  of  the  people 
living  in  the  new  world,  as  well  as  immediate  and  political  neces- 
sities . 


Both  North  America  and  Latin  America  need  each  other  as 
areas  of  complementary  economy.  Tie  recognize  this  fact  more  than 
ever  now.  And  under  the  guidance  of  democratic  principles,  we 
are  showing  the  world  a continent  that  fights  not  only  for  its 
own  material  defense,  but  to  maintain  the  civilization,  the  moral 
principles,  and  the  culture  of  the  Christian  world.  It  is  an 
honor  indeed,  for  Americans  of  this  generation  to  accept  the 
resolution  of  our  destiny.  We  have  dedicated  ourselves  joyfully 
to  the  defense  of  all  vital  to  our  own  spiritual  and  material 
existence . 
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The  hand  of  friendship  bbat  is  extended  across  the  contin- 
ent in  a warm  hand  clasp  shall  remain  unbroken.  And  we  hope  that 
this  friendship  will  be  as  much  cultural  as  economic.  Both  the 
Americas  should  try  to  find  amongst  themselves  both  the  culture 
and  materials  they  heretofore  have  sought  outside  theip  boimdaries. 

■.Ye,  Latin  Americans  who  are  present,  have  been  granted  an 
opportunity  to  cooperate  in  this  sense;  and  we  are  doing  our  best 
to  fulfill  our  obligations  in  this  respect. 

I wish  to  thank,  on  behalf  of  my  fellow  members  and  of  myself, 
all  who  have  made  this  possible.  'The  United  States  government  may 
be  sure  that  when  we  go  back  to  our  countries,  we  shall  carry  with 
us  both  the  technical  information  we  have  obtained  in  this  country, 
as  well  as  the  feeling  of  cordiality  of  the  people  of  the  United 
States  to  the  people  of  our  countries. 


0 
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THE  NATIONAL  WAR  LABOR  BOARD'S 
CONTRIBUTIONS  TO  ECONOMIC  STABILIZATION 

Address  by  Wayne  L.  Morse,  Dean,  University  of  Oregon  School 
of  Lai//  and  Public  Member  of  the  National  War  Labor  Board,  at 
20th  Annual  Agricultural  Outlook  Conference,  Washington,  D.C., 
October  20,  1942. 

Before  discussing  the  National  ?Jar  Labor  Board's  contributions  to 
economic  stabilization,  it  would  seem  best,  in  the  interest  of  clarity,  to 
note  some  of  the  considerations  which  necessitated  the  Board's  creation 
and  some  of  the  problems  with  which  the  Board  has  been  faced.  The  original 
Executive  Order  of  January  12,  1942,  authorized  the  Board  to  "finally  deter- 
mine" labor  disputes  rhich  threaten  the  prosecution  of  the  war  but  did  not 
limit  the  Board's  jurisdiction  to  disputes  over  any  particular  subject  matter 
The  only  question  was  whether  a given  dispute  threatened  the  successful  prose 
cution  of  the  war. 

In  times  of  peace,  labor  and  industry  have  always  settled  their  own 
disputes  by  the  procedures  of  Collective  bargaining  and,  in  the  event  of 
failure  to  agree,  then  by  resort  to  economic  force.  However,  as  the  speaker 
said  in  an  opinion  on  the  Board's  jurisdiction  in  the  case  of  Montgomery 
Ward  and  Company,  handed  down  on  June  29,  1942: 

"We  must  all  be  willing  to  do  a good  many  things  that 
many  of  us  undoubtedly  said  before  this  country  entered  into 
the  war  we  would  never  do  or  agree  to  do.  The  Board  appreci- 
ates the  fact  that  prior  to  the  war  many  American  employers 
held  views  similar  to  those  which  have  been  announced  by  the 
Montgomery,  Ward  & Company  in  regard  to  settling  labor  disputes 
with  their  employees.  Likewise,  the  Board  appreciates  the  fact 
that  many  American  unions  prior  to  the  war  have  strongly  opposed 
some  of  the  procedures  which  the  Board,  acting  under  the  national 
industry-labor  agreement  and  the  Executive  Order  of  January  12, 

1942,  has  followed  in  settling  wartime  labor  disputes.  The  Board 
does  not  question  the  right  of  American  employers  and  unions 
during  times  of  peace  to  take  a stand  in  defense  of  some  prin- 
ciple of  industrial  relations  which  they  consider  fundamental  and 
to  fight  for  that  principle  even  though  it  may  result  in  great 
costs  to  the  industry  or  to  the  union.  The  right  to  follow  such 
a course  of  economic  action  constitutes  one  of  the  freedoms  of 
our  democratic  form'  of  government . However,  such  freedom  of  action 
has  now  been  voluntarily  surrendered  because  its  exercise  during  a 
time  of  war  would  threaten  the  existence  of  the  veiy  democratic 
society  with  the  freedoms  which  the  war  is  fought  to  protect. 

"During  times  of  peace  an  employer  is  free  to  say  in  his 
fight  with  the  union,  'I  prefer  to  close  out  my  business — yes, 
lose  every  dollar  I have  in  it — rather  than  to  yield  to  what  I 
think  is  an  unreasonable  demand  on  the  part  of  this  union.'  There 
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are  many  examples  of  industrial  struggles  in  this  country 
during  recent  years  in  which  American  employers  have  said 
just  about  that  with  varying  results.  In  some  instances 
employers  who  have  taker'  such  an  uncompromising  position 
have  won  their  fights  with  labor  at  least  for  a time  but 
with  varying  costs.  In  other .instances  they  have  paid  the 
penalty  of  financial  ruin  for  defending  what  they  consid- 
ered to  be  a ’fundamental  principle.'  The  spirit  of  '-rugged 
individualism'  shown  by  many  of  the  leaders  of  American  in- 
dustry in  their  clashes  with  labor,  especially  during  the 
past  twenty  years,  has  won  the  respect  of  many  people.  At 
least  this  has  been  tine  Then  the  public  has  been  satisfied 
that  the  employer  tactics  have  been  fair  and  free  of  abuses. 
Americans  by  and  large  enjoy  a controversy.  A 'good  indus- 
trial fight'  put  on  by  a hard-hitting  individualist,  be  he 
employer  or  union  leader,  has  been  tolerated  if  not  approved, 
by  the  public  on  the  ground  that  such  struggles  are  a part  of 
our  system  of  free  enterprise  and  rugged  individualism. 

"However,  such  a so-called  policy  of  'rugged  individu- 
alism' cannot  be  exercised  without  qualifications  during  war- 
times. It  certainly  is  not  morally  proper  for  an  employer  to 
take  the  position  during  wartimes  that  he  mil  fight  it  out  to 
the  finish  with  labor  even  if  he  haa  to  close  d own  his  business. 
In  a very  real  sense  every  American  business  of  any  magnitude 
these  days  is  vested  with  a public  interest  and  employers,  as 
well  as  unions,  must  expect  and  accept  such  curtailments  of  their 
.freedom  of  action  as  may  be  necessary  in  the  interests  of  the  war 
program. " 


The  National  War  Labor  Board  was  given  the  job  of  working  out  fair 
and  equitable  solutions  to  disputes  between  labor  and  industry . It  did 
not  take  jurisdiction  cvor  a dispute  until  all  means  of  peaceful  settlement 
had  been  exhausted.  Therefore,  cases  coming  before  the  Board  were  ordinarily 
of  unusual  complexity  and  usually  involved  a certain  amount  of  bitterness  and 
hard-feeling.  In  deforming  labor  controversies  the  Board  has  always  sought 
that  solution  which  would  best  promote  maximum  war  production.  Obviously, 
such  a solution  has  to  be  one  which  mil  result  in  industrial  harmony  and  at 
the  same  time  not  disrupt  national  economic  stability. 

In  speaking  of  economic  stabilization  people  generally  arc  inclined 
to  think  in  terms  of  wages  and  prices.  However,  it  should  be  remembered  that 
to  stabilize  an  economy  there  are  innumerable  factors  that  must  be  taken  into 
consideration.  It  is  not  enough  that  wages  and  prices  be  stabilized.  Working 
conditions  must  be  stabilized;  hours  must  be  stabilized;  the  collective-bar- 
gaining relations  of  union  to  employer  must  be  stabilized.  All  such  factors 
exert  a strong  influence  upon  the  processes  of  production,  distribution  and 
consumption. 


The  National  War  Labor  Board  has,  within  its  jurisdiction,  attempted 
to  make  stable  the  entire  relationship  of  labor  and  industry.  It  has  real- 
ized from  the  beginning  that  this  was  no  simple  job.  The  problem  of  sta- 
bilizing working  conditions  is  a very  complex  one.  Wartime  exigency  makes 
inapplicable  the  ordinary  considerations  upon  which  working  conditions  depend. 
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Factories  have  been  converted  from  peacetime  production  to  wartime  pro- 
duction. During  that  period  of  conversion  thousands  of  workers  lost 
employment.  Thus  we  witness  constantly  the  paradox  of  a scarcity  of 
skilled  workmen,  and  at  the  same  time  thousands  of  skilled  workmen  out 
of  work.  As  conversion  to  wartime  production  becomes  more  and  more  per- 
fected, there  are  fewer  layoffs  due  to  conversion.  However,  many  people 
overlook  the  fact  that  continuity  of  employment  in  war  industries  is  one 
of  the  major  manpower  and  production  problems  of  the  nation.  A failure  to 
convert  rapidly  enough  or  to  supply  on  time  necessary  raw  material  usually 
results  in  throwing  thousands  of  employees  in  many  other  plants  out  of 
work.  Thus,  just  a few  days  ago  several  thousand  workers  in  a vital  war 
plant  were  laid  off  because  raw  materials  were  unavailable. 

Such  layoffs  have  very  unstabilizing  effects  because  it  is  only 
natural  that  the  workers  become  very  much  concerned  about  the  security  of 
their  employment  and.  start  looking  elsewhere  for  jobs,  and  the  resulting 
dislocations  of  manpower  lower  the  efficiency  of  the  plant  for  some  con- 
siderable time  after  it  starts  operation  again. 

It  should  be  observed  that  factories  once  employing  a few  hundred 
men  now  employ  thousands.  Unions  have  given  up  the  right  to  strike  and 
employers  the  right  to  the  lock-out.  It  was  inevitable  that  this  vast  in- 
dustrial expansion  would  bring  forth  much  labor  friction  and  dissension. 

On  the  question  of  wages  the  problem  became  even  more  complex.  The 
large  increase  in  man-hours  of  employment  that  took  place  throughout  the 
country  increased  our  national  purchasing  power.  At  the  same  time  the  con- 
version to  wartime  production  removed  from  the  market  an  increasing  pro- 
portion of  civilian  goods.  The  increase  in  purchasing  power  and  decrease 
in  consumer  goods  resulted  in  a trend  towards  higher  prices.  The  cost  of 
living  climbed  15  percent  on  a national  scale  betweep  January  1,  1941,  and 
May,  1942.  The  obvious  result  of  this  was  that  workers  wanted  higher  wages 
to  meet  their  higher  living  costs.  Higher  wages  in  turn  added  to  the  cost 
of  production  and  that  additional  cost  was  in  turn  reflected  in  higher  prices 
Thus  began  the  cycle  of  inflation. 

It  is  indisputable  that  unchecked  Inflation  would  result  in  national 
disaster.  The  Board  has  always  realized  that  inflation  would  make  meaning- 
less the  wage  increases  which  brought  it  about.  Thus  the  laboring  man  would 
be  the  greatest  sufferer.  As  the  speaker  put  it  In  the  Board's  decision  in 
the  International  Harvester  case,  "Pockets  bulging  with  cheap  money  are  in 
fact  empty  pockets,  close  to  empty  stomachs."  However,  the  Board  realized 
that  it  would  have  an  equally  unfortunate  effect  upon  the  war  effort  to  deny' 
all  wage  increases  and  adopt  a wage-freezing  principle  ruth  all  of  its  in- 
equities and  injustices. 

In  many  instances  there  were  valid  reasons  and  justifications  for  wage 
increases.  Very  early  in  its  deliberations  on  the  mgs  stabilization  problem 
the  Board  recognized  that  it  was  dealing  with  complex  economic  considerations 
and  that  its  primary  task  was  so  to  balance  the  many  Interests  involved  as  to 
promote  a maximum  of  production  and,  at  the  same  time,  help  check  inflation. 
Many  human  factors  which  arm-chair  economists  are  prone  to  ignore  when  de- 
vising their  academic  theories  could  not  be  ignored  by  the  Y'ar  Labor  Board. 


The  Board  is  faced  with  problems  of  dynamics  and  not  statics — problems  of 
dynamics  in  which  human  factors  are  of  major  importance.  Labor  problems 
are  in  a very  real  sense  problems  of  human  relationships.  Frequently,  if 
not  usually,  the  behavior  and  reactions  of  individuals,  especially  groups 
of  individuals  involved  in  labor  disputes,  cannot  be  fitted  into  and  handled 
by  some  nice  logical  theoretical  formula  which  fails  to  take  into  account 
the  fact  that  the  motivations  of  quarreling  men  seldom  rest  upon  premises 
of  abstract  logic . The  Y/ar  Labor  Board  had  a job  to  do  and  it  had  to  think 
and  act  realistically.  It  was  confronted  with  a national  labor  relations 
pattern,  the  chief  coloring  of  which  was  ill-feeling  and  distrust  on  the 
part  of  labor  and  employers  toward  each  other. 

Labor  alleged  that  employers  were  making  huge  profits  and  that  there- 
fore the  laboring  man  had  some  right  to  an  increased  wage  in  view  of  the 
fact  that  the  things  he  was  producing  were  bringing  higher  prices  and  because 
he  needed  more  money  to  maintain  his  standard  of  living. 

Further,  the  Board  was  confronted  with  a wage  picture  which  showed 
great  wage  inequalities  throughout  the  nation.  Thus,  wages  in  an  area  may 
have  risen,  whereas  those  in  a particular  plant  have  not,  and  the  workers 
feel  that  they  have  an  equitable  right  to  have  their  wages  increased  in  line 
with  those  of  their  neighbors,  especially  if  their  neighbors  are  performing 
similar  tasks  in  like  industries.  Too,  there  was  the  question  of  substandard 
wages  which  ties  in  with  both  inequalities  and  increased  profits  in  that  the 
worker  who  had  been  receiving  a substandard  wage  would  be  unwilling  tb  accept 
that  wage  when  he  found  that  his  employer  was  making  large  profits.  He  would 
also  be  desirous  of  an  increase  when  he  found  that  his  neighbor  who  had  pre- 
viously been  receiving  substandard  wages  was  no  longer  doing  so. 

There  was  no  clear-cut  wage  policy  established  by  the  Board  prior  to 
the  "Littla  Steel"  case  in  which  the  National  War  Labor  Board  enunciated  its 
so-called  wage  stabilization  yardstick.  The  cases  prior  to  that  time,  how- 
ever, laid  the  foundations  on  which  to  rest  the  "Little  Steel"  formula.  The 
Board,  aver  a period  of  time,  in  accordance  with  the  sound  common  la?;  approach 
of  deciding  each  case  on  its  merits  but  on  the  basis  of  principles  which  can 
be  applied  in  future  cases,  had  evolved  certain  criteria  applicable  to  wage 
disputes.  The  "Little  Steel"  opinion  does  not  lay  down  a mathematical  rule 
or  pat  formula  which  can  be  applied  irrespective  of  the  facts  of  a given  case. 
The  opinion  in  the  "Little  Steel"  case  does  fix  the  relationship  between  wage 
increases  and  cost  of  living  and  it  does  place  a terminal  on  the  race  between 
wage  increases  and  the  cost-of-living  increases.  It  should  be  recognized 
that  wages  cannot  be  stabilized  until  they  are  tied  to  certain  definite  and 
ascertained  factors.  That  is  what  the  Board  attempted  to  do  in  the  "Little 
Steel"  case.  The  rule  of  that  case  was  concisely  stated  in  the  case  of 
Norma-Hoffman  Bearings  Corporation  v.  United  Electrical,  Radio,  and  Ma chine _ 
Workers  of  America  , CIO,  as  follows: 

"In  the  'Little  Steel'  case  the  National  War  Labor 
Board  set  up  a wage  stabilization  formula  which  basically 
provided  that  if  an  appropriate  group  of  employees  had  not 
received  wage  increases  from  January  1,  1941  to  May  1942, 
equal  to  or  in  exc.ss  of  the  15  percent  national  increase 
in  cost  of  living  for  the  period  of  time,  a general  wage 
increase  would  be  granted  by  the  Board  which  would  raise 


N the  wages  of  that  group  to  the  level  of  a 15  percent  in- 
crement over  their  January  1,  1941,  hourly  wage  rate." 

When  it  is  realized  that  the  "Little  Steel"  decision  came  after  the 
Board  has  been  in  operation  for  almost  six  months  and  had  been  faced  with 
the  wage  issue  in  numerous  cases,  it  can  be  recognized  that  this  case  was 
no  sudden  departure;  it  was  the  culmination  of  thought  and  discussion  of 
all  cases  that  went  before  it. 

It  may  be  well  at  this  point  to  mention' the  reason  for  the  dates 
selected  by  the  Board  In  establishing  its  formula  in  that  case.  January  1, 
1941,  was  taken  as  the  beginning  date  because  the  Board's  economic  research 
had  led  to  the  conclusion  that  January  1,  1941,  marked  the  end  of  a relative- 
ly stabilized  period  in  the  economic  cycle.  After  that  date  living  costs 
began  to  climb  under  the  impact  of  war  economy.  The  rise  in  living  costs 
was  measured  as  of  the  period  ending  with  April  1942,  because  on  April  27 
the  President  enunciated  his  seven-point  stabilization  program.  The  Board 
in  considering  the  various  factors  governing  ’wages  had  to  assume  that  the 
President's  program  would  be  effective  in  toto,  and  therefore  looked  upon 
the  period  beginning  with  May,  1942,  as  a period  of  over-all  economic  sta- 
bilization. It  was  the  Board's  job  to  stabilize  wages  during  this  period. 

To  other  agencies  and  organizations  was  given  the  job  of  stabilizing  the 
remaining  factors  in  our  economy. 

The  proof  of  a pudding,  as  has  often  been  said,  is  the  eating;  the 
proof  of  the  "Little  Steel"  formula  is  its  application.  It  has  not  resulted, 
as  was  prophesied  in  some  quarters,  in  a tremendous  surge  of  wage  increases. 

In  fact,  when  it  was  applied  to  the  cases  of  Remington  Rand  v.  United  Elec- 
trical, Radio  and  Machine  Workers,  AFL;  Aluminum  Company  of  America  v.  Inter- 
national Union  of  United  Automobile,  Aircraft  and  Agricultural  Implement 
Workers  of  America,  CIO;  the  American  Magnesium  Company  of  America  v.  United 
Mine  Workers  of  America;  and  in  many  more  recent  cases,  it  resulted  in  no 
general  wage  increase  at  all. 

The  Board  has  not  as  yet  interpreted  and  applied  the  Executive  Order 
of  October  3,  1942,  in  a sufficient  number  of  cases  to  justify  anyone's 
saying  with  certainty  what  modifications,  if  any,  the  Board  mil  make  in 
the  wage  policies  which  it  applied  prior  to  the  new  Order.  However,  it  is 
reasonable  to  assume  that  the  Board  will  continue  to  apply  such  flexible 
standards  and  principles  as  are  necessary  to  correct  maladjustments,  inequal- 
ities, substandard  wages,  gross  inequities,  and  to  aid  in  the  effective 
prosecution  of  the  war.  As  the  Board  has  made  clear  in  a series  of  decisions, 
any  attempt  to  apply  an  out-and-out  ?;age  freezing  policy  not  only  would  be 
productive  of  many  injustices,  but  it  would  be  bound  to  interfere  with  maxi- 
mum war  production. 

Thus,  the  speaker  stated  in  the  Board's  decision  in  the  General  Cable 
Company  case,  handed  down  August  5,  1942,  that: 

"The  best  test  of  any  standard  is  whether  it  is 
capable  of  consistent  application  to  cases  which  involve 
new  sets  of  facts  but  'which  at  the  same  time  are  char- 
acterized by  common  problems.  Obviously,  wage  stabiliza- 
tion cannot  be  accomplished  in  this  country  if  varying 
yardsticks  of  ?;age  measurement  are  applied  to  cases 
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involving  identical  or  similar  operative  facts.  Such  a 
policy  would  be  bound  to  give  rise  to  wage  inequalities 
and  arbitrary  and  capricious  wage  determination. 

"Likewise,  the  adoption  of  an  inflexible  wage  stand- 
ard which  would  'freeze’  wages  indiscriminately  as  of  a 
certain  date  would  result  in  the  continuation  of  existing 
wage  inequalities  and  unfair  w age  discriminations.  The 
application  of  such  a standard  would  not  result  in  wage  sta- 
bilisation, but  rather  in  pegging  v/age  rates  with  their 
unstabilizing  inequities.  This  would  not  take  into  account 
the  injustices  involved  or  the  adverse  effects  of  such  a 
policy  upon  maximum  production  of  war  goods  caused  by  lowered 
morale . " 

However,  in  my  judgment  it  would  be  univise  for  American  labor  or 
employers  to  assume  that  under  the  Executive  Order  of  October  3,  194?.,  it 
is  permissible  to  apply  such  flexible  wage  standards  as  will  permit  general 
wage  increases  throughout  the  country.  Quite  the  contrary  is  to  be  ex- 
pected and  is  to  be  desired.  As  the  speaker  pointed  out  in  his  decision 
in  the  International  Harvester  case,  American  labor  cannot 

"...  expect  to  receive  throughout  the  war  upward 
changes  in  its  wage  structure  which  will  enable  it  to  keep 
pace  with  upward  changes  in  the  cost  of  living.  On  the  other 
hand,  every  attempt  should  be  made  to  protect  the  real  wages 
of  labor  to  the  point  that  they  do  not  drop  below  a standard 
of  living  sufficient  to  maintain  health  and  decency.  Y/ithout  , 
doubt  wages  in  substandard  brackets  should  not  only  be  in- 
creased to  meet  changes  in  cost  of  living,  but,  whenever  possi- 
ble, they  should  be  raised  to  the  standard  level.  . . . Labor 
should  not  be  put  in  an  economic  straitjacket  during  the  war 
without  redress  to  some  such  agency  as  the  ’Tar  Labor  Board  which 
has  authority  to  grant  fair  deserved  wage  adjustments." 

The  War  Labor  Board  machinery  and  procedures  provided  for  in  the  Exe- 
cutive Orders  of  January  1?,  194?,  and  October  3,  194?,  permit  of  fair  and 
deserved  wage  adjustments,  but  at  the  same  time  the  Orders  make  perfectly 
clear  that  general  increases  in  the  wage  structure  of  the  country  must  be 
considered  out  for  the  duration  of  the  war.  Not  only  is  it  right  to  expect 
labor  to  forego  taking  advantage  of  the  exigencies  of  war  conditions  in 
order  to  push  its  real  wages  above  peacetime  .levels,  but  when  viewed  from 
the  standpoint  of  our  wartime  economy  and  from  the  standpoint  of  the  welfare 
of  labor  itself,  it  is  essential  that  labor  forego  wage  profiteering. 

It  would  seem  to  be  clear  that  the  Executive  Order  of  October  3,  1.94?, 
enunciates  a guiding  principle  which  should  be  considered  basic  in  stabilizing 
wages;  namely,  that  wage  rates  prevailing  on  September  15,  194?,  should  be 
considered  prima  facie  as  fair,  equitable,  and  just  wages.  It  is  my  judgment 
that  those  who  request  a general  wage  increase  over  and  above  the  wage  rates 
of  September  15,  194?,  should  assume  the  burden  of  proof  in  showing  that  such 
an  increase,  (to  use  the  words  of  the  Executive  Order),  "is  necessary  to 
correct  maladjustments  or  inequalities,  to  eliminate  substandards  of  living, 
to  correct  gross  inequities,  or  to  aid  in  the  effective  prosecution  of  the  war. 


I think  it  is  exceedingly  important  that  the  true  friends  of  labor 
should  make  very  clear  to  American  labor  that  a sound  Stabilized  war  econ- 
omy so  vital  to  the  successful  prosecution  of  this  war  will  not  permit  of 
general  wage  increases  which  constitute,  in  fact,  increases  in  real  wage 
levels.  As  the  speaker  stated  in  the- decision  in  the  Ford  Company  case, 
released  last  Saturday,  "It  would  be  a reflection  upon  the  patriotism  of 
(American  workers)  to  attempt  a justification  of  a general  wage  increase 
on  the  basis  of  any  argument  that  such  an  increase  should  be  granted  under 
that  provision  of  the  Executive  Order  which  states  ''to  aid  in  the  effective 
prosecution  of  the  xvar, if,  as  in  the  Ford  case,  the  wage  rates  of  Septem- 
ber 15,  1942,  are  relatively  good  wages,  permitting  of  a standard  of  living 
of  health  and  decency. 

As  stated  in  the  Ford  decision: 

"An  'all-out'  production  effort  on  the  part  of 
American  workers  does  not  have  to  be  bought  or  bribed  by 
inflationary  general  wage  increases  which  in  turn  en- 
danger our  war  economy  and  in  the  long  run  decrease  real 
wages . 


"Furthermore,  when  it  is  recognized  that  the  winning 
of  this  war  is  going  to  necessitate  great  sacrifices  on 
the  part  of  each  one  of  us,  it  is  not  at  all  unreasonable 
to  ask  and  to  expect  the  Ford  employees  to  forego  a general 
wage  increase  at  this  time  in  the  interest  of  national 
economic  stabilization." 

The  tripartite  organization  of  the  Board  assures  to  labor  and  in- 
dustry a voting  voice  in  the  decisions  of  the  Board  and  in  the  administering 
of  the  Board's  wage  stabilization  policies.  Such  a democratic  procedure 
guarantees  to  American  labor  and  to  employers  that  their  problems  and  views 
in  specific  cases  will  be  given  adecruate  consideration  before  the  Board 
makes  a final  decision.  The  splendid  record  of  labor  and  industry  through- 
out this  war  leaves  no  room  for  doubt  as  to  their  willingness  to  abide  by 
the  decisions  of  the  Board  in  the  rendering  of  which  their  representatives 
have  a voice  and  a vote. 

The  Executive  Order  of  October  3,  1942,  has  placed  upon  the  Board 
a very  great  administrative  burden.  It  now  has  to  handle  such  a great  -mass 
of  cases  that  It  will  be  impossible  for  the  twelve  Board  members  to  look  at 
each  case.  The  Board  is  going  ahead  as  rapidly  as  Is  possible  in  formulating 
rules  and  regulations  that  will  enable  us  to  administer  this  new  program 
efficiently  and  fairly. 

Further,  a six-man  division  of  the  Board  is  sitting  each  day  and 
deciding  the  cases  which  have  accumulated  on  the  docket  of  the  Board.  Al- 
though it  is  to  be  expected  that  it  will  take  some  little  time  before  the 
administrative  machinery  and  policies  of  the  Board  made  necessary  by  the 
Executive  Order  of  October  3,  1942,  can  be  put  into  full  operation,  never- 
theless American  labor  and  employers  may  be  sure  that  the  Board  is  proceeding 
just  as  rapidly  as  the  complex  problems  before  it  permit. 


Union  Security  as  a Stabilizer 


The  right  of  labor  to  strike  had  proved  to  be  an  effective  weapon 
in  vanning  its  battles  with  employers  over  the  issue  of  union  security. 

Then  came  the  no-strike  agreement.  Did  that  agreement  imply  that  labor 
was  to  be  deprived  of  its  right  to  seek  greater  security  during  the  war 
through  collective-bargaining  processes  and  the  machinery  of  the  National 
War  Labor  Board?  Clearly,  it  did  not.  Any  such  interpretation  would  have 
to  rest  upon  the  assumption  that  labor  not  only  agreed  to  refrain  from 
striking  but  also  agreed  to  refrain  from  holding  its  gains  and  making  it- 
self secure  during  the  war.  What  the  agreement  with  the  President' did 
encompass  was  that  laber  and  employers  would  endeavor  to  settle  their  dif- 
ferences over  all  issues  in  all  disputes  by  collective-bargaining  processes 
and  failing  at  that,  by  mediation,  conciliation,  arbitration,  or,  if  nec- 
essary, by  final  determination  of  the  National  War  Labor  Board. 

All  our  study  ar.d  deliberation  convinced  us  that  a strong,  responsi- 
ble, and  properly  operated  union  would  aid  production.  When  the  fear  of 
anti -union  activity  is  removed,  there  is  then  a proper  basis  for  harmony 
and  intelligent  cooperation  between  union  and  management.  An  attitude  of 
mutual  respect  between  labor  and  industry  is  the  foundation  for  a real 
participation  in  production  by  the  worker.  It  should  be  realised  that  the 
laborer  has  a stake  in  the  company  for  which  he  worksj  if  he  feels  he  is 
a part  of  it  and  not  just  the  recipient  of  kingly  largess,  he  may  be  expected 
to  work  more  diligently  and  put  more  thought  into  his  job. 

Finally,  after  much  travail  and  care,  the  Board  adopted  the  so-called 
maintenance-of-membership  formula,  which  in  its  most  common  form  as  applied 
by  the  Board  in  the  ordinary  case  provides  briefly  that  anyone  who  is  a mem- 
ber of  the  union  fifteen  days  from  the  date  of  the  directive  order  must  con- 
tinue his  membership  for  the  life  of  the  contract,  as  must  also  anyone  joining 
thereafter.  All  workers  are  free  to  withdraw  from  the  union  maintenance  pro- 
vis:'  on  during  the  fifteen-day  period  or  refrain  from  joining  without  risk  of 
losing  their  jobs.  Both  parties  are  ordered  to  refrain  from  any  type  of  coer- 
cion. Disputes  arising  as  to  whether  or  not  an  individual  is  a union  member 
are  settled  through  the  use  of  ordinary  grievance  machinery  or  final  arbitra- 
tion by  the  Board. 

This  formula , the  Board  feels,  provides  an  orderly  and* peaceful  method 
of  settling  the  question  of  union  security.  It  means  that  the  union  can  rest 
secure  in  its  membership  without  fear  of  anti-union  activity  on  the  part  of 
the  employer  and  that  it  can  devote  its  entire  efforts  toward  helping  win  the 
war.  It  means  that  the  employer  need  have  no  f ar  of  strikes  nr  picket  lines 
seeking  a -nion  or  closed  shop;  that  upon  this  issue  the  militant  aspect  of 
unionism  is  removed. 

Obviously  this  formula  restricts  the  individual  worker ’ s liberties  to 
a certain  extent,  but  only  after  he  had  voluntarily  submitted  to  those  re- 
strictions. Thus,  it  was  said  in  the  "Little  Steel 11  case,  this  formula 
provides 

"...  for  the  larger  liberty  of  the  members  in  a 
secure  and  stable  union.  Membership  in  any  organization 
necessarily  imposes  restrictions.  A free  union,  like  our 
fr  .-e  society,  derives  its  freedom  from  the  consent  of  the 
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governed  and  from  the  subordination  of  personal  rights  to 
the  general  welfare  of  all  the  members  of  the  union.  Lim- 
itations on  individual  rights  are,  by  the  very  nature  of 
organized  society,  the  basis  of  civilization  itself.  Some 
limitations  on  the  individual  liberty  of  workers  are  self- 
imposed  for  the  larger  liberty  of  the  independence,  dignity, 
self-expression,  and  creative  cooperation  of  workers  in  labor 
unions  through  which  they  have  won  and  are  winning  a larger 
share  in  the  economic,  social  and  spiritual  things  by  which 
men  work  and  live,  and  for  which  they  hope  and  dream  for  them- 
selves and  their  children." 

Unions  and  Economic  Stabilization 

Basic  in  the  philosophy  of  the  Board  is  the  assumption  that  collective 
bargaining  is  a sound  and  valuable  process  essential  to  economic  stabiliza- 
tion. Upon  that  assumption  is  based  the  tripartite  system  of  this  Board, 
a system  which  is  directly  in  line  with  the  principles  of  government  by  repre- 
sentation. There  are  those  who  think  that  we  can  get  along  in  this  country 
without  unions.  To  my  mind  that  is  a dangerous  view.  At  the  present  time 
we  find  several  countries  getting  along  without  unions,  the  most  notable- 
being  Germany,  Italy,  and  Japan;  but  we  also  find  them  getting  along  without 
private  industry  as  we  know  it  in  this  country.  Yfe  would  have  to  blind  our- 
selves to  history  to  believe  that  a government  under  which  workers  are  denied 
the  freedom  to  organize  and  to  bargain  collectively  would  nevertheless  give 
to  industrialists  all  those  freedoms  which  are  inherent  in  our  American  system 
of  free  enterprise. 

An  excellent  discussion  of  this  point  of  view  is  contained  in  Dr.  Frank 
P.  Graham's  opinion  on  union  security  in  the  "Little  Steel"  case: 

"High  on  Hitler's  list  of  the  institutions  of  democracy 
early  marked  for  the  destruction  necessary  to  clear  the  way 
for  the  rise  of  the  Nazi  dictatorship  were  and  are  the  church, 
the  parliament,  the  corporation,  and  the  labor  union.  These 
four  institutions  are  the  focal  motive  force  of  the  four  main 
chapters  in  the  rise  of  human  freedom.  The  freedom  of  human 
beings  to  organize  in  the  autonomous  grouxjs  has  been  won  through 
long  struggles  in  the  fields  of  religion,  politics,  business 
and  labor. 
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"The  freedom  and  independence  of  the  labor  union  is  of 
the  essence  of  historic  Americanism.  The  little  band  of  re- 
ligious Pilgrims  who,  in  seeking  the  right  to  organize  for  the 
worship  of  God  without  the  consent  of  king  or  bishop,  after 
many  vicissitudes  in  a foreign  land  and  across  uncharted  seas 
still  clinging  to  their  ‘principles  of  piety  and  autonomous 
religious  organization,  fetched  up  on  the  wintry  shores  of 
Massachusetts  where  their  spiritual  heroism  made  Plymouth  Rock 
one  of  the  foundation  stones  of  self-government  in  America. 

One  year  before  the  Pilgrims  reached  American  shores.  Sir 
Edwin  Sandys  led  a movement  in  the  London  Company  to  recognize 


the  self-organization  cf  the  settlers  in  Virginia.  The 
less  far-sighted  business  men  said  it  would  ruin  the  busi- 
ness enterprise  to  give  these  workingmen  the  light  to  share 
in  the  regulation  of  their  conditions  of  life  and  labor. 

But  the  intelligent  idealism  of  Sir  Edwin  Sandys  prevailed 
over  the  fears  of  the  more  practical  minded  business  men. 

Thus  was  bom  the  first  representative  assembly  in  the  New- 
World.  The  democratic  idea  of  autonomous  political  organi- 
zation, later  federated  in  the  American  Union,  whose  American 
standard  was  first  raised  on  the  banks  of  the  James  River  in 
old  Virginia,  still  flies  its  flag  high  in  all  the  western 
world.  The  freedom  and  security  of  the  right  of  all  human 
beings  to  organize  in  churches,  legislatures,  corporations, 
and  labor  unions  is  part  of  the  basic  meaning  of  our  American 
freedom  and  is  at  the  heart  of  what  the  war  is  ail  about. 
Hitler  is  out  to  destroy  the  freedom  of  America  and  the  free 
basic  institutions  of  democracy  everywhere . The  struggle 
over  the  freedom  and  security  of  the  union  is,  therefore,  one 
of  the  latest  episodes  in  the  American  chapter  of  the  rise 
of  democracy  in  the  modern  world,  and  is  at  the  very  center 
cf  the  global  struggle  between  the  United  Nations  and  the 
Axis  powers . " 
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The  National  War  Labor  Board,  within  its  proper  scope,  lias  insisted 
that  unions  demonstrate  a responsibility  and  a recognition  of  their  duty 
to  the  nation  as  well  as  their  duty  to  their  members.  Thus  in  the  Monsanto 
Chemical  Company  and  the  General  Chemical  Company  cases,  this  Board  denied 
any  form  of  protective  securitj7-  to  the  unions  because  they  had  violated  their 
no-strike  pledge  to  the  President.  But  the  fact  remains  that  the  power  of 
the  National  War  Labor  Board  to  regulate  unions  is  practically  non-existent. 

It  has  the  .job  cf  settling  their  disputes  but  it  has  no  authority  vliereby  it 
may  regulate  the  organization's  general  conduct.  It  is  undoubtedly  true  that 
as  more  and  more  American  working  men  become  members  of  the  great  body  of 
organized  labor,  there  will  be  increasing  demand  that  Congress  pass  some  sort 
of  legislation  protecting  the  American  working  man  from  the  danger  of  abusive- 
practices  of  his  ovrn  organization.  The  government  has  found  it  necessary  to 
regulate  corporations,  for  as  they  became  larger  and  more  powerful  there  began 
to  grow  up  certain  abuses  and  practices  detrimental  to  the  rights  of  the  stock- 
holders and  dangerous  to  the  welfare  of  the  nation.  It  seems  more  than  likely 
that  as  labor  unions  increase  in  power  and  assume  a place  of  greater  importance 
in  our  national  life,  they  too  will  be  subjected  to  regulations  designed  to 
protect  the  working  man  and  the  nation. 


It  Is  only  fair  to  labor  to  say  that  American  workers  as  well  as  in- 
dustry have  done  a marvelous  job  in  producing  the  goods  necessary  to  win 
this  war.  They  have  set  records  from  coast  to  coast 3 they  have  sacrificed 
much.  True,  they  have  strenuously  objected  to  any  sacrifices  cf  what  are 
termed  social  gains  but,  generally  speaking,  those  objections  are  valid,  for 
every  social  gain  that  we  sacrifice  unnecessarily  should  be  considered  as  a 
casualty  of  war  and  as  a victory  for  the  Axis. 

It  is  unfortunate  that  there  have  been  strikes,  but  it  is  a matter 
of  accurate  record  that  those  strikes  have  represented  an  almost  infinitesi- 
mal portion  of  America's  labor.  Of  course,  even  though  they  represent  a 
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small  portion  they  are  none-the-less  reprehensible.  However,  it  is  not 
fair  to  indict  all  labor  because  of  the  crimes  of  a few. 

It  is  true  that  man-hours  lost  have  increased  month  by  month,  but  we 
must  also  note  that  war  employment  and  war  production  and  the  number  of 
establishments  engaged  in  wartime  wo  lie  have  been  expanding  very  rapidly  since 
Pearl  Harbor.  It  is  obvious  that  the  total  number  of  war  industry  strikes 
and  the  number  of  men  involved  and  the  number  of  man-hours  lost  would  rise  in 
proportion  to  that  conversion. 

Now,  of  course,  we  must  not  and  should  not  blindly  shut  our  eyes  to 
the  action  of  any  group  within  our  country  which  imperils  the  war  effort. 

But  let  us  do  our  criticising  fairly.  If  we  are  to  point  out  the  errors  of 
other  groups,  let  it  be  done  with  only  one  thought  in  mind,  and  that  is  to 
present  the  correct  facts.  Advantage  should  not  be  taken  of  this  war  period 
to  carry  on  a campaign  to  destroy  unionism.  Controversies  between  strong 
national  employer  organizations  and  organized  labor  over  unionism  should 
wait  at  least  until  the  war  is  won  and  the  right  to  differ  in  our  free  society 
over  such  questions  has  been  preserved  by  a victory  over  the  dictators. 

The  speaker  is  convinced  that  strong,  responsible  unions,  organized 
on  the  basis  of  principles  which  protect  the  democratic  rights  of  their  mem- 
bers, are  essential  to  the  preservation  of  our  American  economy.  They  un- 
doubtedly will  prove  to  be  a great  source  of  strength  upon  which  this  country 
can  rely  in  any  fight  in  the  future  against  revolutionary  doctrines  which  may 
seek  to  supplant,  our  form  of  government  as  an  afterma.th  of  this  war.  Too 
frequently  critics  of  certain  labor  abuses  fall  into  the  fallacy  of  over gen- 
eralization and  condemn  the  entire  labor  movement  for  the  mistakes  and  cor- 
ruption of  a very  small  minority  of  "bad  actors"  within  its  ranks. 

An  overwhelming  majority  of  the  officers  and  organizers  of  American 
unions,  both  international  and  local,  have  cooperated  wholeheartedly  with 
the  War  Labor  Board  in  carrying  out  the  aims  and  objectives  of  the  no-strike 
no-lockout  agreement.  It  is  to  be  expected  that  they  will  and  should  do 
what  they  can  to  protect  the  legitimate  interests  of  American  labor.  If  we 
are  going  to  be  realists  in  regard  to  the  problems  of  our  war  economy,  ire 
should  recognize  that  American  labor  has  the  right  to  protect  its  legitimate 
interests,  and  the  test  as  to  whether  or  not  labor  is  entitled  to  any  given 
demand  must  be  found  in  the  answer  to  the  question  as  to  whether  or  not  the 
demand  interferes  with  the  war  effort.  Leaders  of  labor,  like  leaders  of 
industry,  have  demonstrated  over  and  over  again  during  this  war  that  when 
the  government  asks  them  in  the  interests  'of  the  war  effort  to  forego  some 
demand  or  claim,  they  can  be  counted  upon  to  comply  with  such  a request. 

Industrial  harmony  and  good  labor  morale  are  not  promoted  by  those 
individuals  and  groups  wrho,  allegedly  in  the  name  of  patriotism  and  the  war 
effort,  make  loose  blanket  accusations  against  organized  labor  and  seek  to 
prevent  the  legitimate  organizing  activities  of  American  unions. 

The  average  union  man  is  basically  conservative'.  When  one  analyzes 
his  hopes  and  ambitions,  his  ideals  and  aspirations,  it  is  discovered  that 
the  average  union  man  is  very  much  a typical  American.  He  wants  to  own  a 
home 3 provide  his  children  with  the  best  education  possible;  pay' for  adequate 
medical  care;  obtain  for  himself  and  family  a reasonably  decent  standard  of 


living  which  will  permit  them  Lo  enjoy  a xair  share  ol  the  good  things  of 
life;  and,  through  savings,  investments,  and  insurance,  make  certain  that  he v 
and  his  wife  will  not  become  a burden  upon  society  in  their  old  age.  He  is 
loyal  to  our  democratic  form  of  government,  ready  to  fight  and  sacrifice  for 
it  in  times  of  war,  just  as  at  the  present  time  we  see  thousands  upon  thou- 
sands of  men  from  the  ranks  of  organized  labor  joining  with  equally  loyal 
Americans  from,  all  other  ranks  of  our  citizenry  in  fighting  for  a common  cause 
in  the  armed  forces  of  our  nation. 

Organized  labor  fully  appreciates  the  fact  that  it  would  lose  as  much 
as,  if  not  more  than  any  other  group-1  in  our  society  if  the  American  system 
of  political  and  economic  democracy  should  ever  suffer  defeat  at  the  hands 
of  a foreign  invader  or  from  revolutionary  hysteria.  Organized  labor  can  be 
counted  upon  to  fight  to  preserve  our  capitalistic  form  of  economy,  because 
it  is  that  system  which  has  enabled  the  American  worker  to  enjoy  a higher 
standard  of  living  than  workers  in  any  other  country.  Our  system  of  American 
free  enterprise,  subjected  to  reasonable  government  regulation  in  the  interest 
of  the  com  on  welfare,  has  been  very  instrumental  in  giving  to  the  American 
workman  an  abiding  faith  in  the  democratic  principles  of  self-government. 

The  industrial  statesmen  among  employers  today  recognize  that  their 
employees  are,  by  far,  much  better  friends  than  are  their  employer  competi- 
tors. In  most  instances  employees  are  very  loyal  to  the  employer  for  whom 
they  work.  They  recognize  that  upon  the  success  of  their  employer  is  depend- 
~'t  much  of  their  own  economic  welfare.  As  a usual  thing,  the  employees  are 
to  help  d^he  employer,  whereas  his  Competitors  are  out  to  cut  his  throat. 

Even  the  severest  critic  of  unionism  must  admit  that  the  organization 
of  labor  into  unions  has  greatly  improved  the  economic  position  of  American 
workers  generally.  Of  course  there  are  a multitude  of  complex  factors  that 
must  be  taken  into  account  when  analyzing  the  causative  forces  which,  have 
produced  the  high  standards  of  living  of  American  workmen,  but  nevertheless 
the  labor  union  must  bo  given  great  weight  in  any  such  analysis.  However , 
the  practices  of  organized  labor  have  not  always  been  lily-white  and  free  of 
abuses.  Dictatorial  methods  of  some  labor  leaders  in  the  history  of  the 
American  labor  movement  have  been  inconsistent  vdth  democratic  principles 
of  union  organization.  Resort  to  violence  and  destruction  of  life  and  prop- 
erty during  strikes  has  left  a dark  stain  on  the  record  of  organized  labor 
from  time  to  time.  Excessive  initiation  fees  and  dues  far  beyond  the  finan- 
cial requirements  of  legitimate  organization  activiti  ;s  and  the  assessing  of 
exorbitant  fees  for  work  permits-  from  non-union  'workers  in  a plant  have 
aroused  much  criticism  of  the  financial  policies  of  unions.  Deliberate  slow- 
downs, sit-down  strikes,  "make -work"  programs,  with  their  resulting  economic 
waste,  ana  work  stoppages  in  time  of  war  over  jurisdictional  issues  have 
stirred  up,  and  rightly  so,  much  public  criticism  of  organized  labor.  How- 
ever, fairness  demands  that  the  critics  remember  that  labor  unions,  like 
employer  associations,  are  composed  of  human  beings,  possessed  of  all  the 
weaknesses  and  selfish  characteristics  of  man.  Their  abuses  should,  and  must 
be  checked  in  the  interests  r-f  the  common  good,  but  so-called  reforms  which 
would  place  unions  in  strait jackets  and  make  it  impossible  for  them  to  func- 
tion G_ f actively  as  strong  collective-bargaining  agencies  are  bound  to  defeat 
their  own  aims,  as  long  as  American  workmen  remain  free. 
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